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Eprror’s Note: Professor Tinley raises some im- 
portant issues concerning the social consequences of pro- 
rate laws which compel minorities to abide by marketing 
plans adopted by the majority; also, he thrusts himself into 
a controversy between other economists in this field. 


N INTERESTING argument appears to 

have developed between Waugh 
and Stigler in regard to the effect of 
prorates associated with differential 
price maintenance upon social welfare.' 
Waugh contends that the income of 
farmers for a crop already produced may 


' Developed chronologically in the following articles: 

(1) Waugh, F. V., E. L. Burtis and A. F. Wolf, 
“The Controlled Distribution of a Crop Among Inde- 
pendent Markets,” Quarterly Fournal of Economics, 
November 1936. 

(2) Stigler, G. J., “A Generalization of the Theory of 
Imperfect Competition,” Yournal of Farm Economics, 
August 1937. 

(3) Waugh, F. V. “Market Prorates and Social Wel- 
fare,” Fournal of Farm Economics, May 1938. 

(4) Stigler, G. J. “Social Welfare and Differential 
Prices,” Fournal of Farm Economics, August 1938. 

(s) A rejoinder by F. V. Waugh in the same article. 


be enhanced by selling the crop at dif- 
ferential prices in independent markets 
in such a way as to equalize marginal 
revenue in all markets and that such a 
policy may, under certain circumstances, 
be socially desirable. To this Stigler 
makes a categorical denial in his dis- 
cussion. 

The subject is of such importance 
that outsiders would seem justified in 
joining in the argument. Unfortunately 
there are so many ramifications to the 
problem that a comprehensive treat- 
ment of the subject would require several 
volumes. All that can be attempted in 
this article is to make a few comments on 
certain aspects of the problem. These 
will deal with social welfare, the possible 
use of prorates and their probable effects 
upon different groups, and the theoreti- 
cal and administrative difficulties in- 
volved. 
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SoclAL or GENERAL WELFARE 


There appears to be a fundamental 
difference of opinion among many agri- 
cultural economists as to the scope of 
inquiry that should be undertaken by 
economists. One group seems to hold 
that economists should confine them- 
selves to purely factual analyses of the 
operation of economic forces and in- 
stitutions without giving much con- 
sideration to their effect upon social 
welfare. Some would go so far as to say 
or imply that the effect of economic 
forces upon general welfare is beyond 
the province of economics. Thus an 
analysis of proration and other forms of 
supply control would be analyzed merely 
from the standpoint of the manner in 
which such devices operate and their 
effect upon the income and well-being 
of the groups employing them. Some, 
but only minor, attention would be 
given to the effect of such devices upon 
consumers because the effects upon them 
would be less susceptible of quantitative 
measurement. 

Another group of economists argues 
that the study of economic forces and 
economic institutions should aim at dis- 
covering the effect of such forces upon 
general welfare to the end that the 
operation of such forces and institutions 
may be directed, by appropriate legisla- 
tion and other means, to promoting 
general welfare. Pigou maintains that 
economic science, when it shall have 
come to full development, is likely to 
furnish a powerful guide to practice and 
that it is not impracticable to ascertain 
by means of economic science the ap- 
proximate effects of economic causes 
upon economic welfare and hence upon 
general welfare.? In other sections of his 
book he goes on to point out that general 


* Pigou, A. C., The Economics of Welfare, Part 1, 
Chapter I. 





welfare depends upon the level of the 
continued flow of annual goods and 
services produced and upon the distribu- 
tion of income (national dividend). 

The latter appears to be the more 
logical view of the scope of economics. 
It does not preclude factual analysis but 
rather embraces such analysis as a 
fundamental part, but only a part, of a 
much broader field of analysis. The 
broader approach, however, is much 
more difficult because it necessarily in- 
volves deductive reasoning and even 
conjecture. 

This divergence of approach to the 
study of economic forces and institu- 
tions is mentioned because it helps to 
explain somewhat the paradox that cer- 
tain economists will point with favor to 
the beneficial effects of proration upon 
the particular groups using it, whereas 
other economists will maintain that pro- 
ration and other forms of output control, 
if widely applied, would tend to reduce 
the total annual flow of goods and serv- 
ices and possibly also to increase the 
maldistribution of income. Unless great 
care is exercised in setting forth the 
ramifications and implications of pro- 
ration, it is easy to leave the general 
reader with the impression that because 
particular groups can be shown to have 
benefited from the use of proration, all 
producer groups and society generally 
would benefit, if proration were widely 
applied. 

Another danger arises out of the fact 
that quantitative data on certain effects 
of economic causes (for example, the ef- 
fect of proration on consumers) are either 
inadequate or lacking. Furthermore, in 
order to measure and demonstrate even 
relatively simple economic relations, it is 
often necessary to use involved mathe- 
matical formulae and graphic illustra- 
tions. One is prone to argue that such 
relations would hold even if the number 











THE JOURNAL OF MARKETING 


119 





of variable factors and functions were 
greatly expanded. The result is that the 
broader aspects of the problem are over- 
simplified and divorced from reality. In- 
volved mathematical formulae and 
graphics, although they may be valuable 
as an exercise in mental gymnastics are 
often of little value as a solution of 
broad economic problems. 


PossiBLE Uses or PRORATION 


Before proration is approved or con- 
demned from the social standpoint, it 
would be necessary to give some atten- 
tion to its possible uses. It is entirely 
conceivable that under certain condi- 
tions prorates would be beneficial not 
only to groups using them, but also to 
society generally; under other conditions 
the social value may be more doubtful. 

The first use of proration would be to 
assure a more uniform seasonal, geo- 
graphic and usage (for example, shelled 
and unshelled walnuts) distribution of 
a given supply of a product. In the past 
reliance has been placed upon private 
and cooperative enterprise to perform 
this function. The results have often 
been most unsatisfactory from the stand- 
point of both producers and consumers. 
Under the uniform control of supply 
involved in prorate plans, a more orderly 
distribution (avoidance of gluts and 
dearths) may be effected to the advan- 
tage of both producers and consumers. 
This is predicated upon the supposition 
that no attempt will be made to control 
or limit production or to divert part of 
the supply into nonconsumption chan- 
nels. In other words, proration of this 
type would add to social welfare if pro- 
ducers are left free to expand production 
in response to an increase in returns. 

It might even be possible, if control 
over supply was sufficiently strong, to 
secure differential prices in independent 
markets so as to equate marginal re- 


turns. Dr. Stigler contends that this 
would be anti-social. Undoubtedly it 
would be if our economy were now 
functioning so as to secure the maximum 
economic use of resources. Pigou points 
out that there may be several relative 
maximum uses of resources but only 
one absolute maximum.’ If, in view of 
the imperfections of present marketing 
machinery, the operation of prorates re- 
sults in a larger supply of goods to con- 
sumers, even if higher returns to pro- 
ducers are also secured, social welfare 
would have been promoted.‘ 

The second use of proration would be 
to handle “‘weather”’ surpluses. Existing 
marketing machinery may be unable 
to adapt itself to moving an abnormally 
large increase of output of a particular 
commodity in any one year into con- 
sumption channels. Large quantities of 
the product may, and often will, be al- 
lowed to spoil on the farm or on the 
local wholesale and retail markets. Under 
certain circumstances, retail prices may 
decline to only a minor extent because 
of efforts on the part of the trade to 
maintain prices at as near the “custom- 
ary” level as possible. On the other hand, 
if the demand for the product beyond a 
certain point becomes relatively in- 


8 “All the relative maxima are, as it were, the tops of 
hills higher than the surrounding country, but only one 
of them is the highest hill of all.” Pigou, A. C., Eco- 
nomics of Welfare, 4th Edition, p. 140. 

4 In the present state of the economic science, discus- 
sion of the relative merits of equalizing prices and 
equalizing marginal returns in markets is likely to be 
purely academic. Waugh ef a/. stated in the article in 
the November 1936 issue of the Quarterly Journal of 
Economics (p. 13) that the equalization of marginal 
returns for different markets will result in maximum in- 
come only if the demand curve is concave downward. 
He goes on to state that for most commodities, and for 
individual commodities in different markets, data are 
so inadequate that it is impossible to determine the 
slope shape of demand curves with any degree of accu- 
racy and that a slight error in drawing the curve may 
change considerably the conclusions concerning the 
desirability or undesirability of stabilizing production 
and sales. 





120 


THE JOURNAL OF MARKETING 





elastic, prices may decline precipitately 
without much increase in the quantity 
purchased by consumers. 

The result would be considerable re- 
duction in income to producers, and 
although consumers would benefit from 
the low prices, the total quantity con- 
sumed may not be much greater than 
normal. The reaction of producers may 
be such that production during the fol- 
lowing year may. be greatly curtailed 
with a consequent considerable increase 
in prices to consumers. Under such cir- 
cumstances, a judicial application of 
proration may be of benefit to both pro- 
ducers and consumers, even if part of the 
“weather surplus” had to be diverted 
into noncompeting channels. From a 
general welfare standpoint, however, it 
would be necessary that every effort be 
made to expand all demand outlets to 
the fullest extent. This would be es- 
pecially desirable if the commodity were 
not widely used. Lower prices in years 
of weather surpluses may serve to extend 
consumption of the commodity among 
new consumer groups, thus occasioning 
a durable increase in demand. 

There is danger, however, that pro- 
ration may be used in years of moderate 
increase in production to divert or dump 
a portion of the output. If this happens, 
it is difficult to see how such action can 
be socially beneficial. 

A still more doubtful use (from the 
social as well as from the individual 
producer group viewpoint) of proration 
would be for leveling out long-time (as 
opposed to yearly) fluctuations in pro- 
duction.’ For most horticultural com- 
modities, production response to high or 
low prices may take from 5 to Io years 
or even longer. There may thus be a 
succession of several years of low pro- 


5 A somewhat similar purpose would be to assist in 
adjusting domestic production of certain products to 
meet declining foreign market outlets. 


duction and high prices, followed by 
several years of high production and low 
prices. This constitutes an uneconomic 
use of land, labor and capital. Proration 
may serve, although its usefulness has 
not yet been demonstrated, as one of 
several means® to keep production more 
closely adjusted to what may be re- 
garded as the long-time normal of pro- 
duction, during which prices and costs 
of production are in harmony. 

Unfortunately, however, proration is 
not needed, nor asked for, by producers 
when production is relatively low and 
prices relatively high. When the reverse 
situation occurs, producers will clamor 
for relief. The tendency then will be to 
hold prices so high as to prevent or re- 
tard an approach to a normal level of 
production or even to encourage a still 
further increase in areas where suitable 
land is less highly priced. Unless extreme 
care is exercised, the use of prorates may 
in the long run be disadvantageous to 
producer groups and especially to con- 
sumers who would be required to pay 
continuously high prices. It is not at all 
certain that proration and market con- 
trol policies offer the most satisfactory 
means, from a broad general viewpoint, 
of decreasing the amplitude of cyclical 
fluctuations of production. 

From a practical standpoint the prob- 
lem arises as to the determination of the 
so-called long-time level of production 
for individual commodities. With the 
present inadequacy of much of our 
factual data on acreage, output per 
acre, trends of buying power, consump- 
tion needs and habits, and the causes of 
business fluctuations and the lack of 
suitable statistical techniques for meas- 
uring the relative influence of these 
various factors under different condi- 
tions, it would seem an almost insuper- 


* Other means may be education and the develop- 
ment and effective use of outlook reports. 
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able task to determine for a number of 
years ahead what may be the normal 
production for a large number of fruit 
and other products. Then too there is 
the administrative problem as to who is 
to make these determinations, producers 
themselves or the state or federal govern- 
ment. Producers are not likely to adopt 
a social or even a long-time viewpoint. 
It is doubtful, moreover, whether state 
or federal administrative bodies will be 
able to withstand the pressure from pro- 
ducer groups and consider mainly the 
general interest. 

A fourth use of prorates is to raise or 
maintain prices, where so-called “‘sur- 
pluses” arise from a lack or breakdown 
of consumer buying power rather than 
from expansion beyond the long-time 
normal level of production or from 
“weather” conditions. There is much 
reason to believe that demand for pro- 
rates and other forms of supply-control 
during the past few years has largely 
been for this purpose. Prorate machinery 
has been used for many commodities, 
the volume of production of which is 
shown by dietetical studies to be inade- 
quate to meet consumption needs even 
of a subsistence level. Undoubtedly our 
production of fruits and vegetables 
generally is and has been inadequate to 
supply the healthful needs of our popula- 
tion. From a social viewpoint, such a 
use of prorates is extremely question- 
able. 

The retort is usually made to such a 
criticism that farmers cannot be ex- 
pected to continue producing at a loss. 
This is true, but it would seem that 
dictates of general welfare would require 
that our main energies should be directed 
towards securing those adjustments in 
our economy which would ensure a 
permanent increase in mass _ buying 
power. Prorates may have been justifi- 
able in certain extreme instances as a 


temporary stop-gap until the main 
objective was attained. Unfortunately, 
however, prorates and other forms of 
output control have come to be regarded 
as permanent necessities. 

The first use of prorates (or supply 
control), even if widely and continuously 
applied, would be of benefit to both 
producers and consumers and would 
tend to increase the national dividend. 
The second and third uses of proration 
are likely to be applied only infrequently 
and to only a few commodities at a time. 
If wisely applied they too may be of 
broad social value. It would seem, how- 
ever, that interest should be focussed 
chiefly upon the fourth use or purpose of 
proration. There would often be no 
clear line of demarcation between the 
four uses and it is not unitkely that 
even where prorates were used originally 
for the first three purposes, the final 
outcome would be to use prorate 
machinery as one means of bringing 
about “farm relief.” 

Experience in other countries with 
output control as an integral part of 
national planning demonstrates that it 
is difficult, if not impossible, to confine 
such control to small areas or to those 
commodities first controlled. As time 
goes on the disadvantage of producers 
of uncontrolled commodities is so in- 
creased that eventually they too will 
demand and secure the right of control. 
Moreover, as control is extended to more 
and more commodities, the differential 
advantage of the groups first using it is 
decreased. They too will then clamor 
for more and better control. 

It is also important to realize the im- 
portant part played by substitutes. Ef- 
forts to maintain prices of particular 
commodities or groups of commodities 
at relatively high levels will almost in- 
evitably bring about some substitution 
of competing products. The tremendous 








122 


THE JOURNAL OF MARKETING 





advancement made within recent years 
in the invention of synthetic products 
has widened the range and possibility of 
substitution. 

When dealing with the social aspects 
of proration it is as well that some atten- 
tion be given to the effect upon the in- 
come of other groups interested in the 
handling of particular products. The 
goods that finally reach the hands of the 
consumer are a combination of the serv- 
ice of transportation and marketing 
with those of farm production. A wide- 
spread use of proration to limit supplies 
marketed will result in a considerable 
decrease of employment to persons en- 
gaged in marketing and processing and 
to a less efficient use of those physical 
facilities. If the persons thrown out of 
employment have to seek public relief, 
there will be a considerable and con- 
tinued increase in taxes, part of which 
at least will have to be borne by those 
groups using control. There will also be 
a tendency for marketing costs per unit 
to increase, thereby placing a still 
heavier price burden upon consumers 
and possibly also upon producers. 


STATISTICAL DETERMINATION OF 
SuppLy-PricE CuRVES 


One of the basic tools necessary for 
the operation of prorate plans is the 
supply-price or statistical demand curve. 
These data are necessary in order to 
enable those administering or desiring 
to use a prorate plan to determine what 
price is likely to be associated with par- 
ticular outputs. 

In constructing supply-price curves 
reliance has to be placed upon historical 
data. The legitimate use of the results of 
such historical supply-price curves in 
predicting what prices will probably be 
associated with particular volumes of 
supply in the future will depend to a 
considerable extent upon whether the 


economic environment or universe will 
in the future remain substantially the 
same as in the past; in other words, on 
the assumption that “all things will 
remain the same.” 

In the past most of our supply-price 
curves (or statistical demand curves) 
have been developed on the basis of 
supply-price data available prior to 1929 
when conditions were regarded as more 
or less normal. The war period was 
usually excluded as being abnormal. The 
elasticity of demand and the position of 
supply-price curves were thus based on 
the assumption that no efforts were 
made to control or curtail the supply of 
the commodity being studied or the sup- 
ply of commodities in direct or indirect 
competition with it. 

“A priori” reasoning and such factual 
data as are available indicate that the 
elasticity of demand for an individual 
commodity in a group of competing 
commodities is greater than that for the 
group, also that there are considerable 
variations in the elasticity of demand as 
between groups of commodities. Both the 
slope and the position of supply-price 
curves for individual commodities and 
for groups of commodities are thus in- 
fluenced by supply-price conditions for 
competing commodities or groups of 
commodities. 

There appears to be no economic or 
statistical justification for assuming that 
the slope and position of supply-price 
curves for individual commodities under 
conditions of widespread output control 
will conform even remotely to curves for 
those commodities determined under 
conditions when control was absent. 
Modifications or changes in the form 
or extent of control for all or substantial 
groups of commodities would also pre- 
clude or greatly modify the use, even by 
competent statisticians, of historical 
supply-price curves for those commodi- 
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ties based upon a period when conditions 
of control were different. 

The point to be made is that basing 
proration plans for individual commodi- 
ties on supply-price curves developed 
for a past in which production and com- 
petitive conditions were substantially 
different from what they are likely to be 
in the future is like shooting in the dark 
at an elusive and moving target. The 
result is a misuse of statistical technique. 


PRORATES AND DIFFERENTIAL PRICES 


In the article appearing in the May 
1938 issue of the Fournal of Farm Eco- 
nomics, Waugh advanced the proposi- 
tion that prorates combined with dif- 
ferential prices could be used to benefit 
producers and at least certain groups of 
consumers. The fourth of the diagrams 
presented illustrates how this would 
work if consumers were segregated into 
two income groups. He does not state 
just where or how this division would be 
made. His reference to the marketing 
agreement and surplus disposal plans 
would lead to the conclusion that he had 
in mind the possible justification for 
such two-price plans for consumers on 
relief and those not on relief. Stigler 
in his subsequent article? considered 
how the two-price plan would work 
where consumers were divided into the 
rich and not rich. He pointed out, more- 
over, that the numerical composition of 
the two (or more) income groups was 
very important. 

The use of differential price plans 
along with prorates in reality constitutes 
a form of discriminating monopoly. 
Pigou considered that, with very few 
and unlikely exceptions, discriminating 
monopolies would result in a lower 
national dividend than would be pro- 
duced under conditions of simplecompeti- 


” Journal of Farm Economics, August 1938. 


tion.® It may be argued that the opera- 
tion of discriminating monopolies would 
tend to equalize distribution of real in- 
come by selling to consumers at high 
or low prices adjusted to their income. 
Such a use of differential prices would 
thus tend to have the same effect upon 
the distribution of income as progressive 
income and inheritance taxes. The ad- 
ministration, however, would be in- 
finitely more complex. 

The division of consumers into two 
income groups is a dangerous oversim- 
plification of the problem. In reality the 
consuming population of the United 
States must be divided into innumerable 
income groups to provide not only for 
differences in family income but also for 
regional, racial, and numerous other 
characteristics influencing buying power 
and buying habits. There would un- 
doubtedly be great differences in the 
numerical composition of these various 
groups. 

Let us assume for the sake of argu- 
ment that consumers can be divided 
into only two readily distinguished 
groups: those on relief and those not on 
relief. There are probably thousands of 
families not on relief whose income is 
little above those of families on relief. 
If the former were required to pay higher 
prices for a large number of commodities 
than the relief families, it is quite con- 
ceivable that their real income would be 
reduced below that of families on relief. 
If adequate data could be collected, it 
would probably be found that marketing 
agreements with surplus relief buying 
have had just this result. 


ADMINISTRATIVE PROBLEMS INVOLVED 


To bring consideration of prorate and 
differential plans down into the realm 
of practical politics, it is necessary to 


® See Pigou, A. C., Economics of Welfare, 4th Edition, 
Part II, Chapter XVII. 
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consider the administrative problems 
involved. 

Proration and marketing agreements 
when applied to a large number of 
products or to individual commodities 
produced over a wide area or under 
widely varying conditions result in a 
multiplication of administrative diffi- 
culties. An increasingly large administra- 
tive machine must be developed to col- 
lect and analyze the basic data, to 
carry out such plans for individual com- 
modities and to study their economic 
and social effects. Furthermore, even for 
the same general type of product (for 
example, grapes) there may be and often 
are important geographic differences in 
quality or variety. There may also be 
marked differences between areas in 
land values, output per acre, and cost of 
production, which are very difficult to 
reconcile. Such difficulties may be over- 
come temporarily but discontent rankles 
and spreads. Eventually these attitudes 
may cause prorate plans for individual 
commodities to break down entirely, 
even though they may have been bene- 
ficial temporarily for the group as a 
whole. It is significant that many pro- 
ducers are often more interested in main- 
taining a differential advantage over 
other producers. They are dissatisfied 
with any plan that tends to lower or 
eliminate those disadvantages even if it 
results in an increase in their income. If 
we are to continue to support the in- 
stitution of private property, aggrieved 
persons or groups will continue to seek 
redress through the courts. Administra- 
tive difficulties will be increased by the 
delays and uncertainties occasioned by 
frequent and protracted legal proceed- 
ings. 

The administrative problem would 
become still more complex if prorate 
plans are combined with plans to sell 
products to consumers in different in- 


come groups at different prices. A vast 
administrative machine would be neces- 
sary to keep consumer groups classified 
on the basis of income and to undertake 
the colossal policing job that will ensue. 
The still more vital question arises as 
to whether such plans can be reconciled 
with the principles of democracy. It may 
be interesting to speculate on the subject 
of multiple-price prorate plans as a prob- 
lem in metaphysics, but the practical 
value thereof as a solution of our eco- 
nomic problems appears to be small. 


CONCLUSION 


The amount of attention that has 
been given during the past few years to 
prorates, marketing agreements, and 
production control has tended to divert 
attention from the necessity of working 
for those fundamental changes in the 
functioning of our economy, which ap- 
pear to be a sine gua non to the genera- 
tion of mass buying power.’ Prorates 
and other output control plans are in 
reality a form of private monopoly, 
sponsored by state and federal laws. 
Their immediate and ultimate effect 
must be to restrict the national output 
of goods and services and hence to lower, 
or at least to prevent an increase of, 
standards of living. The widespread and 
continued use of prorates to dispose of 
temporary surpluses arising from or as- 
sociated with a breakdown in the general 
business conditions cannot be anything 
else than anti-social. The argument that 
many industrial organizations are able 
to curtail output when buying power 
declines is no excuse for a further exten- 
sion of private monopoly power. A more 
logical approach would be to attempt, if 
at all possible, to remove or decrease 
those factors and conditions which lead 


* See, for example, Simons, Henry C., 4 Positive Pro- 
gram for Laissez Faire. Public Policy Pamphlet No. 15, 
University of Chicago Press, Chicago, Illinois. 
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to varying degrees of private monopoly 
in industry. 

There has been too great a tendency 
among proponents of supply-control 
plans to argue from the particular to the 
general.!° In analyzing the immediate 
benefits that individual groups may de- 
rive from control, they tacitly imply that 
all groups and society generally will be 
benefited if control is more universally 
applied. They fail to follow their argu- 
ments to their logical conclusion. A 
monopolist can maximize his advantage 
if only he can exercise monopoly control. 
As more and more individuals and 
groups obtain monopoly control, the dif- 
ferential benefits of the first monopolist 
are decreased. Universal monopoly is a 
complete contradiction of terminology. 

An analysis of the various programs 
involving prorates, marketing agree- 
ments, and production control, proposed 
during the past few years, leaves one 


10 The same is true for arguments in favor of high 
tariffs which may be regarded as another form of supply 
control. 


with the conviction that no feasible 
alternative has yet been developed for a 
one-price system, in which prices are 
determined under conditions of free com- 
petition. 

Widespread control over the supply 
of foodstuffs will lead inevitably to ex- 
ploitation of such control if it is in the 
hands of private production groups. If 
such control is delegated to a centralized 
planning authority, it must eventually 
involve a drastic curtailment of indi- 
vidual freedom and initiative or the 
abolition of the institution of private 
property. Universal production control 
can function most effectively from the 
standpoint of providing an increase in 
the production of goods and services and 
of equalizing the distribution of income 
only if control is concentrated in the 
hands of an all-wise and _ beneficent 
dictatorship. Because of the frailties and 
limitations of the human intellect, an 
all-wise and beneficent dictatorship must 
await the millennium. 











FURTHER THEORETICAL CONSIDERATIONS 
REGARDING FAIR TRADE LAWS 


E. R. HAWKINS 
University of Pennsylvania 


Epiror’s Note: Jn the succeeding two papers Pro- 
fessors E. R. Hawkins and C. F. Phillips engage in a 
friendly joust concerning some theoretical problems arising 
in connection with resale price control under the Fair 
Trade Laws. Professor Phillips’ original paper in the 
January issue of THE JOURNAL as well as Professor 
Hawkins’ criticism present simple cases on a high level of 
abstraction. It will be noticed that Professor Phillips 
shifts somewhat in his reply to a more realistic analysis. 
Dr. Hawkins prepared a rejoinder but did not insist upon 
its publication. Because it is so essential to conserve space 
in THE JOURNAL it was deemed best not to publish this last 
reply; interested readers no doubt would be able to obtain a 
copy directly from Mr. Hawkins. 


NUMBER of recent writings have 

been concerned with the practical 
implications of the theory of monopo- 
listic competition.! This theory is of 
special interest to students of marketing 
because it appears to provide a bridge 
between orthodox economic theory and 
the descriptive material in the field of 
marketing. The purpose of this paper is 
to pursue further the inquiry into the 
application of the theory of monopolistic 
competition to the problem of resale 
price maintenance. 

Professor Phillips argues, in brief, that 
prices maintained under the Fair Trade 
laws must be higher than the prices of 
identical goods not so maintained, for 
two reasons: (1) the cost of the manu- 
facturer’s enforcement program must be 
met, and (2) the manufacturer will set a 
resale price high enough to cover the 
costs of his higher-cost dealers. These 

1 See, for example, Charles F. Phillips, “Some 
Theoretical Considerations Regarding Fair Trade 
Laws,” THE JOURNAL OF MARKETING, V. 3, no. 3 (Jan., 
1939), Pp. 242; R. H. Silcock, “Some Problems of Price 
Maintenance,” The Economic Fournal, v. 48, no. 189 
(March, 1938), pp. 42-51; also “Recent Contributions 


on Prices and Price Policies,” THE JOURNAL OF MARKET- 
ING, Vv. 3, no. 4 (April, 1939), pp. 325-66. 
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propositions are derived from a particu- 
lar set of assumptions, and must be 
examined in the light of those assump- 
tions. 


I 


In the first place, the conclusions are 
true only in the long run, as Professor 
Phillips points out.? If prices are equal 
to average costs, then the addition of the 
costs of the enforcement program must 
raise those prices. But it is not a de- 
liberate price policy of the seller to 
equate price with average cost; this ad- 
justment comes about, if at ‘all, only 
through the competition of others, 3 in the 
long run. The first task of theoretical 
analysis would seem to be to ascertain 
the effect of Fair Trade laws upon sellers’ 
price policies, in the short run. In fact, 
this may be the only worth-while analy- 
sis, for the concept of the long run under 
conditions of monopolistic competition is 
an extremely tenuous one.* Too much 
preoccupation with the final adjustment 
at which AC =AR for all firms would 
seem to sacrifice the more valuable con- 
cept of gradations of monopoly power, 
between the limits of pure competition 
and “‘pure’” monopoly. The long-run 
tendencies may be very weak. Monopoly 
profits may last forever. Even concep- 
tually the notion of “free entry” of com- 
petitors into an industry under monopo- 

2 Phillips, op. cit., p. 242. 

3 For the purposes of the individual seller, the vari- 
ables over which he has control are such that the only 
appropriate adjustments capable of realization by de- 
liberate policy are “short-run” adjustments, even 


though they may be made in an attempt to prevent the 
foreseen long-run equilibrium. 
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listic competition is open to question. 
No new firm can produce exactly the 
same product as the existing firms.‘ The 
old firms might continue selling at a 
profit in spite of the efforts of new firms 
to enter the field. Nor does the elasticity 
of the seller’s demand curve measure the 
resistance to invasion. The average 
revenue curve for an individual seller 
merely indicates the various quantities 
that will be taken at various prices 
under given conditions. It says nothing 
about the fidelity of consumers in the 
face of price reductions by competitors, 
or the entrance of new brands into the 
field.® 

What, then is the appropriate short- 
run pricing policy of a manufacturer 
with respect to his dealers? What is 
the relationship between manufacturer’s 
price and retail price? Chart 1 represents 
the relationship between manufacturer’s 
demand from retailers and retailers’ 
demand from consumers. ANR is the 
net average revenue curve to the retailer 
(the demand curve minus any variable 
costs he might attribute to the selling of 
this item, other than the cost of the 
goods themselves. Typically dealers do 
not compute the direct costs of handling 
various quantities of a particular item, 
so ANR may be taken simply as the 


* Chamberlin admitted in a later article that he was 
wrong, in his book, in assuming that free entry is com- 
patible with monopolistic competition. See ‘“‘Monopo- 
listic or Imperfect Competition,” The Quarterly Fournal 
of Economics, v. 51 (August, 1937), pp. 557-80. See 
also R. F. Harrod, review of “The Theory of Mo- 
nopolistic Competition,” The Economic Fournal, v. 43 
(December, 1933), pp. 661-66. Harrod feels that Cham- 
berlin’s assumption of free entry is unnecessarily un- 
realistic. 

* In so far as the former is concerned the notion of 
elasticity of substitution provides a relevent analytical 
device. See Robinson, op. cit., p. 256; Fritz Machlup, 
“The Commonsense of the Elasticity of Substitution,” 
The Review of Economic Studies, v. 2 (June, 1935), 
Pp. 202-13; also Friedman, Robinson, Lerner, and 
Machlup “Further Notes on Elasticity of Substitu- 
tion,” The Review of Economic Studies, v. 3 (February, 
1936), p. 147. 


demand curve. Overhead costs do not 
figure in correct short-run pricing*). To 
this ANR curve draw the marginal 
curve MR. This curve represents the 
demand of the dealer for the product 
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CHART I 


of the manufacturer, and is the manu- 
facturer’s average revenue curve so far 
as this one dealer is concerned. The 
reason is that if the dealer adjusts MC 
to equate with MR, as he is presumed 
theoretically to do, his demand prices 
must lie along MR, for MC (the cost of 
goods) is a horizontal line, identical with 
AC (average cost of goods), unless the 
dealer is in a monopsonistic position. 
Imagine AC to be moved up and down, 
representing various prices of the manu- 
facturer. Whatever the height of this 
price, the quantity the retailer will take 
is determined by the intersection of the 
price line and the MR curve, which is 
therefore the retailer’s demand curve. It 
is assumed here that the retailer is buy- 
ing directly from the manufacturer; a 
wholesaler may be fitted into the picture 
by a similar analysis. 


® See Joan Robinson, The Economics of Imperfect 
Competition (London: Macmillan, 1933), p. 47. The 
seller is presumed to gain as great an excess of total 
gross revenue over total variable costs as possible, re- 
gardless of overhead costs. 
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The chief reason for a manufacturer 
to wish to use resale price maintenance 
contracts is to secure greater coopera- 
tion from his dealers. Such cooperation 
may result in greater sales volume, and 


& 


AR, 





me. 











° mm 
Velume 


CHART 2 


lower average costs. From the manu- 
facturer’s point of view, the question of 
seeking dealer cooperation by permitting 
larger margins must be settled by a 
calculation of the increased volume he 
may expect. Chart 2 illustrates this. Sup- 
pose a manufacturer is selling quantity 
OM to retailers, at price MP, and has 
set MP’ as the resale price.? Suppose 
that margin PP’ is just enough that re- 
tailers neither favor nor discriminate 
against the product. The manufacturer 
may increase the dealers’ margins by 
(1) lowering his price to them, or (2) rais- 
ing the resale price. If the manufacturer 
lowers his price, dealers may find it 
profitable to push this item as against 
competitive ones. With the given de- 
mand and cost conditions, however, MP 
was found to be the manufacturer’s best 


7 The analysis assumes that all retailers have identical, 
or at least isoelastic AR curves, so that simple horizon- 
tal summation of the MRr (ARm) curves will yield a 
total ARm curve that is marginal to the total consumer 
demand curve ARr. All retailers are selling at the fixed 
price MP’ and buying at price MP. Price discrimina- 
tion is not considered here. 


price, as determined by the intersection 
of MRm and MCm. Hence a lower 
price could be desirable only if it in- 
creased sales by more than the amount 
indicated for that lower price on the 
original dealers’ demand curve, ARm. 

To define the situation more precisely, 
the new price and quantity would 
have to establish a point lying on or 
above curve CTP in Chart 2. CTP is a 
curve of constant total profit. Any point 
along it indicates a price and quantity 
that will give the manufacturer the same 
total profit as price MP and quantity 
OM.® Hence a lower price than MP 
would be desirable if it resulted in in- 
creasing dealer cooperation to such an 
extent that the dealer’s demand curve 
would be raised to intersect CTP in such 
fashion that a price on the new demand 
curve, while lower than price MP, would 
lie above curve CTP. 

It may be wondered why the dealer 
should be willing to pay more for a 
given quantity of goods than before, 
when the increase in sales has been the 
result of his own efforts. In considering 
this question, it must be borne in mind 
that the manufacturer has imposed a 
minimum resale price. The setting of the 
minimum price will not affect the 
dealer’s demand curve at points above 
that minimum, for price and service 
competition on those levels can go on as 
before. But price competition is stopped 
at the stipulated minimum, and the 
dealer will be willing to exert effort to 
sell more than formerly at that price if 
the manufacturer grants him a more 
profitable margin. As an assumption, it 
is taken that the dealer’s efforts will be 
greater the lower the manufacturer's 
price is; this is not always true. Fre- 


® Marshall employs a similar curve, save for the 
fact that his curve, which he calls a constant revenue 
curve, does not include costs. See Alfred Marshall, Prin- 
ciples of Economics, eighth ed. (London: Macmillan, 
1920), p. 479 note. 
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quently dealers seem to react only to ex- 
cremely large or conspicuously small 
margins. If, however, we assume that 
dealers are “rational,” the dealer’s curve 
of demand for the product from the 
manufacturer will be more elastic than 
before at all points below the minimum. 
Since the dealer’s profit margin is pro- 
tected below the stipulated price, the 
dealer will be willing to take greater 
quantities than before at any manu- 
facturer’s price below that formerly ap- 
propriate to the resale price, and attempt 
to sell this greater quantity by active 
sales effort.° 

Chart 3 represents this adjustment, 
where AR indicates the quantities the 
dealer could sell at various prices if there 
were no stipulated minimum resale price. 
MR is the demand curve to the manu- 
facturer under such conditions, and MP 
the manufacturer’s price. Suppose now 
the manufacturer sets MP’ as the resale 
price. He is now in a position to secure 
dealer cooperation at prices below MP, 
because the dealer’s margin is estab- 
lished as the difference between MP’ and 
the manufacturer’s price, and cannot be 
given away by dealer price competition. 
If the manufacturer lowers his price, as 
from MP to MQ, it may make it worth 
the dealer’s while to push the item. If 
successful, he can induce consumers to 
take a greater quantity than OM, at the 
same price MP’. AR’ represents con- 
sumer demand at the fixed price MP’, 
but with increased sales effort of the 
dealer being required in order to sell the 
greater quantities at that price. The 
dealer’s cost of sales promotion may be 
subtracted from AR’, leaving his curve 


* Phillips appears to believe that resale price main- 
tenance will make the manufacturer’s AR curve less 
elastic. Op. cit., p. 246 note. He forgets that the dealer 
cooperation will not be forthcoming at all possible 
prices on the manufacturer’s AR curve, but only at 
those which yield a satisfactory dealers’ ‘margin in 
respect to the stipulated minimum resale price. 


of net average revenue NAR’. To this 
draw the marginal MR’. Where this 
intersects the dealer’s marginal cost 
curve (the horizontal line drawn at the 
height of the manufacturer’s price MQ, 
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average cost of goods and marginal cost 
of goods being identical) the quantity 
the dealer will take is established, at 
OM’. 

This is greater than the quantity OR 
which the dealer would have taken at 
price MQ without resale price mainte- 
nance. It is also a more profitable adjust- 
ment for the dealer than it would be to 
accept profit margin QP’ and continue 
to sell volume OM, without making any 
sales effort; the intersection of the 
dealer’s marginal curves MR’ and MC’ 
so indicates. 

Of course this result depends upon the 
possibility of the dealer being able, by 
his selling effort, to increase his revenue 
by more than the cost of the sales effort. 
It must be admitted that in the long 
run there is a tendency for dealers under 
resale price maintenance to “give away 
their margins” through service competi- 
tion, even though this tendency may be 
weak because of oligopolistic restric- 
tions. With all dealers competing on a 
service basis, the cost of gaining in- 
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creased volume at the fixed price would 
become so high that NAR’ would equal 
AR, at the dealer’s best adjustment. 
That is, with his best service adjustment 
he would not make any greater net reve- 
nue than he would if no dealers were 
actively engaged in service competition. 
And he would make no pure profit, for 
AR would also equal AC at that point 
of best adjustment. 

It is also true that if all manufacturers 
used resale price maintenance and 
granted equally profitable conditions 
under it none could expect preferential 
dealer treatment from it, and the extra 
cost of enforcement would raise the 
manufacturer’s AC curve and his price. 
The general weakness of the long-run 
tendencies has already been pointed out. 
A more specific objection, on this par- 
ticular point, is that not all manufac- 
turers may be expected to use resale 
price maintenance. In a given com- 
modity field they may, but not in all 
fields.1° Hence those manufacturers who 
use it may gain at the expense of those 
who do not. As a short-run and realistic 
result it is possible that a lowered manu- 
facturer’s price will result in greater 
dealer cooperation, a raised and more 
elastic dealers’ demand curve, greater 
dealer profit, and greater profit for the 
manufacturer. 

The manufacturer’s cost in allowing 
larger dealers’ margins is comparable to 
his advertising cost. If he advertises a 
great deal he will probably allow small 
dealers’ margins. If he allows large 
dealers’ margins he may still find it 
wise to advertise, but he certainly will 
not need to advertise so much as he 
would if he granted small margins; 
otherwise he might just as well allow 
small margins. The manufacturer’s final 


10 See E. T. Grether, “Why Most Prices will Escape 
Control under Fair Trade,” Printer’s Ink, February 17, 
1938, p. 13. 


adjustment of selling effort should be to 
use dealers’ margins and advertising up 
to a point of indifference, at which he 
would not care whether he spent the 
next dollar on consumer advertising, 
on dealer advertising, or on larger 
dealers’ margins, since in each case it 
would just pay for itself in increased 
revenue. 

It is a mistake to add the cost of resale 
price maintenance to the advertising 
cost, as Phillips does. Under resale price 
maintenance the manufacturer may be 
able to maintain his dealers’ margins, 
and if he allows large margins in order 
to secure dealer cooperation, he may 
secure the same sales volume with less 
advertising." If he were employing the 
correct amount of advertising before, he 
should rationally decrease his advertis- 
ing expenditure. To argue otherwise 
would be to argue that whenever a new 
advertising medium is made available, 
or a new form of sales promotion is dis- 
covered, a greater total expenditure 
should be made. This is not true; the 
result should be merely a shifting from 
less effective forms of selling effort to 
more effective ones. This argument, of 
course, is relevant only to the extent that 
dealer margins are effective. 

As a deliberate price policy of the 
manufacturer, lower prices to retailers 
may result from resale price mainte- 
nance, for two reasons: (1) the manu- 
facturer may attempt to secure dealer 
cooperation by lowering his price, and 
(2) he may substitute dealers’ margins 
for advertising cost to some degree. 
Neither of these things is quite so pos- 
sible without resale price maintenance, 
because when the manufacturer is not in 


1! Phillips quotes Haring to the effect that consumer 
acceptance can be created more cheaply by a retailer 
than by a manufacturer. Phillips, op. cit., p. 247. See 
Albert Haring, Domestic Commerce, May 10, 1937, P- 
262. 
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control of margins the dealers may de- 
stroy the plan by price cutting. 

A final factor tending to keep the 
manufacturer from raising his price is 
one that does not constitute a part of his 
deliberate policy. The monopsony power 
of dealers may force upon him a price 
other than the one he might have wished. 
Fair Trade laws have generally been 
advocated more strenuously by the 
dealers than by the manufacturers. 
Those associations of dealers which are 
strong enough to force a manufacturer 
to adopt and enforce resale price main- 
tenance contracts may also be strong 
enough to prevent him from raising his 
price to them. The theory of the pricing 
mechanism operative when a monop- 
olistic-competitive manufacturer con- 
fronts a monopsonistic-competitive as- 
sociation of dealers is too complex to 
be introduced here, but it is certain that 
the resulting short-run price is not so 
high as it would be in the case of buyers 
who are in pure competition.” 

Whether a manufacturer should ac- 
tually lower his price to the dealers under 
resale price maintenance would of course 
depend upon the amount of increase in 
sales he could anticipate as a result 
of increased dealer cooperation, upon 
whether his marginal cost curve is in- 
creasing or decreasing, and upon the 
monopsony power of the dealers. A 
much more likely result is for the manu- 
facturer to keep the price constant to 
the dealers and to absorb the cost of en- 
forcement himself. This is especially 
true when the assumptions of the theory 
of monopolistic competition are dropped, 
and it is remembered that business men 
do not change prices with every change 
in MC or MR, but prefer to keep prices 
reasonably stable over time. 


“ E. R. Hawkins, “Vertical Price Relations under 
Conditions of Monopolistic Competition,” an unpub- 
lished Ph.D. thesis at the University of California. 


II 


But if the manufacturer does not 
raise his price to dealers, is it not likely 
that he will grant the dealers larger 
margins by raising the retail price? 
Phillips contends that both prices will 
be raised. But what is ¢he retail price? 
Before resale price maintenance there is 
no one retail price but many. There 
are low-cost dealers and _ high-cost 
dealers, price-cutters and price-main- 
tainers. There is no question but that 
effective resale price maintenance raises 
the prices of the price-cutters. This is 
what it is designed for, primarily. But it 
does not follow that the modal retail 
price is any higher than before, or that 
consumers, on the whole, are worse off 
than before. The manufacturer would be 
foolish to set the resale price at a point 
high enough to cover the costs of his 
highest-cost dealers, for by so doing he 
would lose too many sales in his other 
outlets." 

Chart 2 may be used to illustrate the 
manufacturer’s most profitable adjust- 
ment. If ARr is the total consumer de- 
mand curve for the product, ARm, the 
retailers’ demand, may be derived. If 
the retailers are assumed to have identi- 
cal or iso-elastic AR curves, then ARm is 
marginal to ARr. If, more realistically, 
we admit the differences in retailers, 
then ARm must not be taken as margi- 
nal to ARr, but simply as the horizontal 
summation of all the retailers’ demand 
curves, which are individually marginal 
to their own AR curves. In either case, 
the manufacturer is confronted by a 
total consumer demand and a total re- 
tailers’ demand that is derived from the 
consumers’ demand. The manufacturer 
draws a marginal curve, MRn, to his 
average revenue curve, and where MRm 

18 See T. H. Silcock, “Some Problems of Price Main- 


tenance,” The Economic Journal, v. XLVIII, no. 189 
(March, 1938), p. 42. 
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crosses MCm he fixes his output. Price 
to retailers will be MP and the fixed 
price to consumers MP’. These prices 
are set for the manufacturer’s greatest 
profit in respect to his total market; 
retailers, with different costs, will not 
all profit equally. Those retailers who 
would be willing to buy more if they 
could sell at a lower price will decrease 
their purchases. But the higher-cost 
dealers will increase their purchases, for 
they can sell more at the fixed price than 
they could if others were cutting that 
price. If the fixed price is set too low for 
them, they are still at liberty, in most 
states, to sell at a higher price than the 
legal minimum." 

For these reasons the manufacturer 
will not attempt to set the resale price 
high enough to accommodate his highest- 
cost dealers. Indeed, some of the high- 
priced sellers lower their prices when re- 
sale price maintenance is inaugurated. 15° 
It may be admitted that this is not the 
result of rational calculation but comes 
about because the dealer accepts the 


minimum price as a suggested actual - 


price, whereas before he was using the 


4 The California law, which has been copied sub- 
stantially by Arizona, Illinois, lowa, Kentucky, Louisi- 
ana, Maine, Massachusetts, Michigan, New Jersey, 
New Mexico, New York, North Dakota, Ohio, Okla- 
homa, Pennsylvania, Rhode Island, South Carolina, 
Tennessee, Virginia, Washington, and Wisconsin, au- 
thorizes the seller to impose a “‘stipulated resale price.” 
The law drafted by the National Association of Retail 
Druggists, which has been adopted in Arkansas, Colo- 
rado, Georgia, Idaho, Indiana, Kansas, Maryland, 
Minnesota, Montana, Nebraska, Nevada, North Caro- 
lina, Oregon, South Dakota, Utah, West Virginia, and 
Wyoming (with some variations), authorizes the 
setting of “minimum resale prices.” See Zorn and Feld- 
man, Business Under the New Price Laws (New York: 
Prentice-Hall, 1937), p. 299, pp. 416-22. Even in states 
that have adopted the California law, however, many 
manufacturers use contracts that specify a “stipulated 
minimum price.” E. T. Grether found that in January, 
1935, average prices in independent stores were 5% 
above the minimum contract prices. “Experience in 
California with Fair Trade Legislation Restricting Price 
Cutting,” 24 Cal. Law Rev. 640. 

8 Tbid. 


oligopolistic technique of pricing on an 
average mark-up basis. But it does mean 
that the manufacturers have not set 
their prices at the highest levels. Some 
consumers actually gain thereby. 

In a sense, resale price maintenance 
is merely an attempt by dealers to en- 
force the oligopoly price that many 
of them have already maintained with- 
out contracts, by using a standard 
mark-up. It is not a fair comparison to 
relate resale price maintenance to pure 
competition, nor even to plain monop- 
olistic competition, for even without 
price contracts dealers are in an oligop- 
oly position, through a chain ‘relation- 
ship such that, in spite of their numbers, 
each finds himself in ‘“‘close competition” 
with a few others.’® The result, is a 
general use of a mark-up that does not 
maximize immediate gains but yields 
the higher oligopoly price. Resale price 
maintenance laws constitute an attempt 
to force this oligopoly price upon the 
minority of price- -cutteFs, and do. not 
necessarily result ina higher general 
level of retail prices. “i 


lil 


Professor Phillips concedes that even 
the customers of the former price-cut- 
ters may not be injured by resale price 
maintenance. There remain many items 
that are not under Fair Trade contracts, 
and the low-cost operator or the in- 
veterate “heedless” price-cutter may 
cut prices on these if he wants to. 
This would not follow under ‘“ortho- 
dox’’ monopolistic-competition theory, 
in which each item is presumed to be 
priced at its most profitable point on its 
own cost and demand curves. But it 
does actually happen under the system 
of pricing on an average mark-up, which 
leads sellers to the belief that if one item 


16 Chamberlin, p. 103. 
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contributes more towards overhead costs 
than formerly, others need not contrib- 
ute so much. Inter-relation of demand, 
also ignored by Robinson and Chamber- 
lin, likewise results in the setting of lower 
prices on some goods in order to stimu- 
late the sale of other goods. 


IV. ConcLusIoNns 


Resale price maintenance presents the 
manufacturer with a difficult dual prob- 
lem in pricing. If the resale price is set 
too high with respect to the manu- 
facturer’s price, both the manufacturer 
and the dealers may suffer through loss 


of sales volume. If the resale price is set 
too low in relation to the manufacturer’s - 


price, dealers may make less profit than 
at a higher price, and even the manu- 
facturer may suffer through lack of 


dealer cooperation. But there is a defi-: 
nite relationship between correct resale - 


price and correct manufacturer’s price, 
arising out of the fact that the retailer’s 
demand curve is derived from the con- 
sumer’s demand curve, being the margi- 
nal curve to the retailer’s net average 
revenue curve, for dealers who are not 
monopsonists. The manufacturer should 
set his most profitable price along the 
retailer's demand curve, and then set 
the resale price that will just enable 
dealers to dispose of that quantity to 
consumers. The effect of dealer coopera- 
tion is considered by regarding the con- 
sumer demand curve (and hence the 
dealer’s demand curve) as the demand 
curve that results from the degree of 
such cooperation produced by the profit 
margin established. 

As a result of such a short-run calcu- 
lation on the part of the manufacturer, 
it is possible that his price will be lower 
under resale price maintenance than 
without it. Without price control the 
manufacturer has a difficult time in 
securing dealer cooperation by giving 


large margins, for the dealers may give 
away their margins by competitive price 
cutting. With the manufacturer in con- 
trol of both prices, he can control the 
margins. He may also find it possible to 
lower his price by reducing his advertis- 
ing cost, and getting the same or greater 
sales volume through dealer sales pres- 
sure. A final factor tending to prevent 
manufacturers from raising their prices 
under resale price maintenance is monop- 
sony. A possible result, from the stand- 
point of the theory of monopolistic 
competition, and the most likely one 
when more realistic variables are ad- 
mitted to the analysis, is that the manu- 
facturer will not change his price at all 
when he establishes resale price main- 
tenance. 

The monopsony pressure of dealers 
may also take the form of a demand for 
a high resale price. Certainly the mini- 
mum resale price must be higher than 
the previous cut price if resale price 


" maintenance is to achieve its purpose. 


But the manufacturer certainly would 


not want the minimum price set as high 


as the previous maximum price, for he 


- would lose sales in his lower-cost out- 


lets, and would encourage the competi- 
tion of private labels. The resulting price 
is likely to be about the same as most 
dealers were charging before; they gain 
by securing business that previously 
went to price-cutters. And even the 
customers of the price-cutters need not 
suffer through resale price maintenance, 
for unbranded and private label goods 
may be sold at cut prices. In a sense, the 
poorer and the more rational buyers are 
penalized, for they are prevented from 
securing the “bargains” in standard 
merchandise. But in most cases, if they 
are really “rational” they can secure 
substantially the same goods under 
other labels. 

These, admittedly, are short-run re- 
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sults. Professor Phillips is perfectly cor- 
rect in pointing out that the long-run 
tendencies under resale price mainte- 
nance operate in the direction of higher 
prices. But in view of the weakness of 
long-run tendencies under conditions of 


monopolistic competition, it is the 
opinion of the writer that the short- 
run results are far more significant, cer- 
tainly for individual policy, and even 
for public policy, than those of the long 
run. 


STILL FURTHER CONSIDERATIONS 


CHARLES F. PHILLIPS 
Colgate University 


I 


S THE preceding article by Dr. 
Hawkins consists of his analysis of 

a subject I discussed in the January, 
1939, issue of this JouRNAL, I would like 
to add a few footnotes to his comments. 

It is perfectly clear that there is no 
basic theoretical conflict between our 
two articles. In my article the problem 
considered was that of “the long run 
theoretical tendencies of resale price 
maintenance programs.” The conclusion 
reached was that both manufacturers’ 
and retailers’ prices would be raised. 
Dr. Hawkins admits that I was “per- 
fectly correct in pointing out that the 
long-run tendencies under resale price 
maintenance operate in the direction of 
higher prices.” In his article he con- 
siders only the short run tendencies and 
he reaches the conclusion that the manu- 
facturer’s price will be lowered and the 
modal retail price may not be any 
higher. 

There is, however, a basic conflict be- 
tween these two articles. It is this: As a 
basis for social policy, are the long run 
tendencies or the short run tendencies 
more important? Dr. Hawkins claims 
that “in view of the weakness of long 
run tendencies under conditions of 
monopolistic competition ... the short 
run results are far more significant... 
even for public policy...” With this 


conclusion I am in complete disagree- 
ment. It is true that under conditions of 
monopolistic competition, adjustments 
may come about in a very hesitant 
manner—but, in spite of apparent out- 
standing exceptions, there is a tendency 
for them to be made. It does not seem 
to be true of the majority of fields that, 
as Dr. Hawkins implies by his argument, 
“monopoly (meaning, I assume, monop- 
olistic competition) profits may last 
forever.” Even such a strongly en- 
trenched company as that making Lis- 
terine gradually felt the impact of brand 
competition. In the majority of fields 
where brands play a leading role there 
are several companies competing for the 
consumer’s dollar. Consider the inten- 
sity of brand competition in toothpaste, 
coffee, cosmetics, gasoline, and so on. 
Where competition of other brands is so 
strong, it is not at all true that the long 
run tendencies are ““extremely tenuous.” 


II 


Having stated my belief in the im- 
portance of long run tendencies as the 
basis for public policy, may I add some 
comments on the short run approach to 
the effects of resale price maintenance? 

First, by the short run Dr. Hawkins 
means a period so short that the retailer 
considers absolutely none of his costs of 
doing business. It is only on such an 
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assumption that, as in his Chart 1, the 
retailers MC and AC may be repre- 
sented by a horizontal line. Throughout 
his argument this assumption is con- 
tinued. But does such an assumption 
have any real validity? Does the retailer 
ever take such a short “‘short run”’ point 
of view? I doubt it. And if this assump- 
tion is not granted, AC and MC become 
curved lines and the whole argument is 
changed considerably. Just how much it 
is changed depends upon the assump- 
tions one is willing to make as regards 
the nature of the AC and MC lines. 
Second, consider the assumptions back 
of the conclusion drawn by Dr. Hawkins 
that “it is possible that a lowered manu- 
facturer’s price will result in greater 
dealer cooperation, a raised and more 
elastic dealer’s demand curve, greater 
dealer profit, and greater profit for the 
manufacturer.” He admits that “this 
result depends upon the possibility of 
the dealer being able, by his selling ef- 
fort, to increase his revenue by more 
than the cost of the sales effort.”’ Cer- 
tainly this possibility does not exist in 
all cases. In fact, in the case of the low 
cost dealer, his attention may be shifted 
away from ‘the price controlled goods (on 
which, at a cut price, he concentrated 
his efforts) to non-price controlled goods. 
Even in the case of the regular-priced 
dealers, many of them will find that 
people are still attracted by the cut 
prices on non-price controlled goods in 
the cut-rate stores. While at the cut- 
rate store to buy such merchandise, cus- 
tomers may (and probably will) buy 
many price maintained goods. In so far 
as this is true, a dealer will find it diffi- 
cult “to increase his revenue by more 
than the cost of the sales effort.” 
Furthermore he admits that “in the 
long run there is a tendency for dealers 
under resale price maintenance to ‘give 
away their margins’ through services 


competition. . . . ’’ This admission in it- 
self is sufficient to cast doubt on the im- 
portance of any short run analysis. 
Finally, he grants that if “all manu- 
facturers used resale price maintenance 
and granted equally profitable condi- 
tions under it none could expect prefer- 
ential dealer treatment from it, and the 
extra cost of enforcement would raise 
the manufacturer’s AC curve and his 
price.” But is it necessary that all manu- 
facturers adopt price maintenance to 
give an approximation of this result? 
Wouldn’t about the same result appear 
if those manufacturers having the bulk 
of all sales adopted price maintenance? 
And even if in the very short run re- 
sale price maintenance programs were 
adopted by but a few manufacturers so 
that they gained at the expense of other 
manufacturers, would not the other 
manufacturers soon see the wisdom of 
adopting similar programs? To the 
writer the assumptions underlying the 
short run results are more tenuous than 
those underlying the very long run 
tendencies. 

Third, the argument illustrated by 
Chart 3 is not as conclusive as it seems. 
In fact, it may be shown by the same 
kind of analysis as that used by Dr. 
Hawkins that even the short run price 
may be higher. Assume (with Hawkins) 
the minimum resale price to be MP’. 
The alternatives of the dealer are not 
limited just to the two discussed by 
Dr. Hawkins, that is, selling the quan- 
tity OM at the price MP’ without ad- 
ditional selling effort or selling more 
than OM at MP’ with additional selling 
effort. He also has the alternative of sell- 
ing less than OM at a price higher than 
MP’. Consider the following chart 
which is identical with Chart 3 except 
for the dash lines. From the point P’ 
I have drawn AR” to represent the 
average revenue facing the dealer when 
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he expends additional sales effort to sell 
at prices above the minimum price set 
by the manufacturer. If we subtract his 
additional cost from this line we get 
NAR”. Notice that this cuts both MC 
(marginal cost before the manufacturer 
cut his price to the dealer) and MC’ 
(marginal cost after the cut) to the left 
of the point M on the OX axis. Hence 
there are two real points of equilibrium 
for the retailer—one of which gives a 


higher resale price than before re- 
sale price maintenance—and theoretical 
analysis cannot say which the retailer 
will choose. Professor Grether’s finding 
(quoted by Dr. Hawkins) that in Janu- 
ary, 1935, average prices in independent 
stores were § per cent above the mini- 
mum contract prices suggests that some 
independents are not reacting as sug- 
gested by Dr. Hawkins. 

Fourth, I am in full agreement with 
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“there 


Dr. Hawkins when he says that 
is no question but that effective resale 
price maintenance raises the prices of 


the price-cutters.”” And I agree with him 
when he adds that “it does not follow 
that the modal retail price is any higher 
than before....” But his use of the 
modal retail price (the price at which 
the greatest number of sales take place) 
only confuses the issue. The real point 
is: To get the same quantity of goods as 
he did before resale price maintenance 

was adopted, does the consumer have to 
give more money? Put another way, 
what is the effect of resale price main- 
tenance on the weighted price, that is, 
the various prices weighted by the quan- 
tities sold at those prices? Unless one is 
willing to assume that the former high 
priced stores cut their prices sufficiently 
to make up for the raised prices in the 
cut rate stores, the weighted price of a 
product under price maintenance must 
advance. While there may be some 
tendency for the high priced stores to 
cut their prices a little, with cut rate 
stores handling such a large volume of 
the goods now being put under resale 
contracts it is extremely doubtful if such 
an assumption is valid. 

Fifth, I am not willing to concede, as 
Dr. Hawkins says I do, “‘that even the 
customers of the former price-cutters 
may not be injured by resale price 
maintenance.” What I said was that 
“Deprived of the chance of selling price- 
fixed items at a price in keeping with 
their operating cost, the low cost re- 
tailer may well redouble his price cutting 
on other goods.” But it is impossible to 
predict how any individual customer 
will fare under price maintenance. If a 
customer buys the correct proportion of 
price maintained and non-price main- 
tained goods, the effect of higher prices 
on the former goods may be offset by 
lower prices on the latter. But it is just 








as likely that the customer may buy 
too large a proportion of the price-fixed 
goods so that his average price will be 
raised. Or he may shift sufficiently to 
non-controlled goods so that his average 
price is lowered. 


Ii! 


One final matter, Dr. Hawkins main- 
tains that “it is a mistake to add the cost 
of resale price maintenance to the ad- 
vertising cost, as Phillips does.’”’ On 
theoretical grounds in this criticism he 
is perfectly correct. It is true that 
“under resale price maintenance the 
manufacturer may be able to maintain 
his dealers’ margins, and if he allows 
large margins in order to secure dealer 
cooperation, he may secure the same 
sales volume with less advertising.” But 
this by no means leads to his conclusion 
that “if he (the manufacturer) were em- 
ploying the correct amount of advertis- 
ing before (the adoption of his price 
maintenance program), he should ration- 
ally decrease his advertising expenditure 
(after the program’s adoption).” On 
further consideration it seems to me that 
it is impossible to predict what would 
happen to total advertising expenditure. 
The adoption of price maintenance 
brings in an entirely new factor which 
may completely upset the manufac- 
turer’s earlier “best adjustment”’ of ad- 
vertising expenditures. It may be that 
an increased margin to the retailer will 
be sufficient to enable the manufacturer 
to cut his advertising cost by as much as 
the cost of the program. But there is no 
theoretical reason why this should hap- 
pen. As a short run policy, with many 
retailers calling his product to the at- 
tention of consumers, the manufacturer 
might even find it advisable to increase 
his advertising. Such a step might be 
just what was needed to aid the retailers 
to make additional sales and to convince 
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them of the desirability of pushing the 
products of the given manufacturer. 
Moreover, it must be remembered that 
the former low priced stores are better 
“pushers” of merchandise than are the 
high priced stores.! And it is these stores 
which are going to try to switch people 
away from the price fixed goods. To 
overcome this effort of the cut rate store 
it may well happen that the manufac- 
turer will have to increase his advertis- 
ing. If so, then the cost of a price main- 
tenance program does, in fact, repre- 
sent an addition to the cost of the manu- 
facturer. 


IV 


In summary, I still feel that public 
policy should rest far more on con- 
clusions based on a long run analysis 
than from an analysis of such a short run 
period as that suggested by Dr. Haw- 
kins. Even his own suggestions as to 
possible weaknesses of the short run 
analysis—(1) the tendency for retailers 
to give away their margins through 
service competition and (2) the inability 

1 For example, chains and cut rate stores usually 
advertise more aggressively. Also they spend more 


time and effort to educate their salesmen to push spe- 
cific items. 


of a manufacturer, because of competi- 
tion from other manufacturers with price 
maintenance programs, to get the re- 
tailer to give preferential treatment to 
his products—are important in strength- 
ening the case for the long run point of 
view. His assumption of a perfectly elas- 
tic MC and AC line has little practical 
validity. The effect of resale price main- 
tenance on the retail price is confused by 
the use of the modal price. The consumer 
of a former cut rate store may (but not 
inevitably so) pay a higher average 
price under resale price maintenance, de- 
pending upon the ratio of his purchases 
of price fixed and price free goods. On 
the basis of his own analysis of the short 
run it can be shown that the retail price 
may be higher under price maintenance, 
depending upon the choice made by the 
retailer. Finally, while on theoretical 
grounds it is not correct to add the cust 
of a resale price maintenance program 
onto the previous advertising cost, it is 
equally wrong to assume that advertis- 
ing cost will be reduced. Theoretically 
the result is indeterminate. As a practi- 
cal matter, however, a good case can be 
made for the conclusion that the total 
cost of advertising may not be reduced. 














ECONOMIC EFFECTS OF PRICE MAINTENANCE 
IN KNOXVILLE, TENNESSEE 


CHARLES W. LEWIS 


University of Pennsylvania 


Epitor’s Note: The papers by Mr. Lewis and Pro- 
fessor Cassady by contrast with those of Professors 
Hawkins and Phillips offer specific research evidence 
concerning the effects of the Fair Trade laws. Mr. Lewis 
is now instructor in Marketing at the University of Penn- 
syloania; at the time this investigation was made he held 
a similar position at the University of Tennessee. This is 
not Professor Cassady’s first appearance in THE JOURNAL. 

INCE price maintenance has become 
S virtually a nation-wide actuality in 
some retail trades, business and aca- 
demic men have become tremendously 
interested in its implications and possi- 
bilities. It is desirable to have as wide 
and diversified a body of factual data as 
possible to guide our thinking and con- 
clusions on this subject. Hence this 
article will summarize some of the re- 
sults of a study of the economic effects 
of price maintenance in Knoxville, Ten- 
nessee, made under the auspices of the 
Bureau of Business Research of the 
University of Tennessee.! 

The first part of the study attempted 
to determine how far price maintenance 
under the Fair Trade laws had per- 
meated the various retail trades of the 
city. All stores in the city were con- 
tacted personally in the following twelve 
retail trades:? agricultural implements, 
bicycles, books, department stores, elec- 
trical appliances, jewelry, hardware, 
paints, pianos and musical instruments, 
men’s wear, shoes, and women’s apparel. 
Partial coverage, ranging from 12.5 per 
cent of total stores to over 47 per cent, 
was made in three other trades, viz., 
furniture, groceries and tires. 


a It is expected that the complete study will be avail- 
able in bulletin form in the near future. 
* The 1938 Market Research class at the University 


of Tennessee assisted materially in making these con- 
tacts, 


It appeared that of the one hundred 
and forty stores contacted, only forty- 
eight or 34.3 per cent were sufficiently 
familiar with the Fair Trade Act to know 
what rights it gave manufacturers. In 
three trades, agricultural implements, bi- 
cycles and shoes, none of the merchants 
knew of the act. In four trades, electrical 
appliances, groceries, men’s wear and 
tires, the great majority of the merchants 
did not know of the act. There were only 
two stores in the city handling books as 
their chief stock and both of them knew 
of the act. Three of the four paint stores 
knew of it. In the other six trades there 
was an approximately even division be- 
tween those who did and those who did 
not know of the act. The drug trade was 
not included in this part of the study. 

The opinion of these merchants was 
sought also as to whether they believed 
the Fair Trade Act desirable. Of the one 
hundred and forty merchants inter- 
viewed, seventy-eight, or 55.7 per cent 
believed the idea of price control by 
manufacturers desirable, fifty-eight, or 
41.4 per cent believed such a policy un- 
desirable, and four, or 2.9 per cent made 
no reply. In two trades, agricultural im- 
plements and shoes, the opinion was 
unanimously against the policy of price 
fixing by manufacturers. The majority 
of the merchants were against price 
maintenance as a policy in four other 
trades, namely, department stores, men’s 
wear, tires and women’s apparel. 

Opinion was unanimously in favor of 
resale price control in bicycles, books, 
and electrical appliances. In four other 
fields, furniture, groceries, hardware and 
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jewelry, the majority of the merchants 
favored price maintenance. 

In so far as could be determined, no 
contracts had been presented for signa- 
ture in the following trades: agricultural 
implements, bicycles, groceries, hard- 
ware and shoes. In the furniture trade, 
only two stores indicated that contracts 
had been presented to them for signa- 
ture. In the paint trade only one of the 
four stores had signed contracts; in the 
case of department stores, three out of 
eight had done so; in men’s wear, only 
two out of nine; and in tires, only one out 
of nine. In electrical appliances three out 
of twelve had signed contracts, and in 
jewelry four out of fourteen. 

As to the number of contracts signed, 
it was found that in five retail trades, 
viz., agricultural implements, bicycles, 
groceries, hardware, shoes and women’s 
apparel, no contracts had been signed by 
any merchant interviewed. In the book 
trade one of the two stores estimated 
that it had signed 36 to 40 contracts and 
the other refused to estimate the number 
of contracts signed, but said that over 
50 per cent of their volume was price 
controlled. Of the department stores, 
four reported no contracts (they had no 
drug departments), three reported from 
one to five, and one from six to ten. Nine 
electrical appliance dealers reported no 
contracts and three reported from one to 
five. In the furniture trade two had 
signed from one to five and sixteen had 
signed none. In the jewelry trade two 
retailers reported signing from one to 
five contracts, and two reported signing 
from six to ten. In men’s wear, paints, 
pianos and tires only one merchant in 
each trade had signed contracts and none 
had signed more than five. 

An attempt also was made to find out 
approximately what per cent of the an- 
nual volume of sales of the various 
trades was made in price controlled 


goods. In the jewelry and furniture 
trades it was impossible to distinguish 
between written contracts and oral ar- 
rangements; hence it was impossible to 
determine the percentage controlled. It 
is believed, however, that price control 
in one form or another, plays a rather 
important part in the jewelry trade. In 
the book trade, one of the stores reported 
from 41 per cent to 50 per cent of its 
volume done in price-controlled items; 
the other, from 81 per cent to go per 
cent. One of the two stores handling 
pianos reported from 51 per cent to 60 
per cent of its sales were from price- 
controlled items. In no other trades did 
a larger proportion than two out of seven 
stores report as much as one per cent 
of sales coming from price-controlled 
articles. 

Thus we may conclude that among 
the trades included in this survey only 
in the book trade and possibly the 
jewelry and musical instruments trade 
is price maintenance of large importance 
in the city of Knoxville, Tennessee.* 


Prices IN OrTHODOXx Druc SToRES 
SINCE THE Fair TRADE Act 


The second part of this study aimed at 
finding out what had been the effect of 
the Fair Trade Act on prices in orthodox 
drug stores in the city of Knoxville, 
Tennessee. The term “orthodox drug 
store’ is used to mean any drug store 
other than chain or cut-rate stores. 
These orthodox stores are in nearly 
every case independently owned, single- 
unit stores and follow a policy of charg- 
ing as nearly as possible the manufac- 
turer’s suggested price as contrasted to 
a cut-price policy. 

The first figures of interest are the 
average aggregate prices of a group of 


* The drug trade was not included in this survey but 
it is known to be the main stronghold of price mainte- 
nance under the Fair Trade laws. 
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Tase I, Price CHANGES BY PERCENTAGE INTERVALS ON Fair TRADE ITEMS BETWEEN JANUARY 1937 AND 
APRIL 1938 1n OrtHOpox Druc Srores, KNOxvILLe, TENNESSEE* 


——___ 
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. No. of Per Cent of Sub-Totals 
Percentage Intervals Changes Total | (Per Cent) 
Decrease—45. 1% to 50% 3 .095 | 
40.1% “ 45% I .032 | 
. 35-1% “ 40% 7 .223 | 
30.1% “ 35% 6 191 
x: 25.1% * 30% 16 .§10 
xs 20.1% “* 25% 67 2.134 
. 15.1% “ 20% 68 2.166 
' 10.1% “ 15% 109 3-471 
* 5.1% * 10% 116 3.694 
. 1% * 5% 4l 1.306 13.822 
| 
No Change 2565 81.687 81.687 
Increase— 0.1% to 5% 8 254 
. 5.1% * 10% 38 1.210 
" 10.1%“ 15% 42 1.338 
15.1% “* 20% 19 .605 
20.1% “* 25% 16 510 
25.1% “ 30% 6 Ig! 
30.1% “ 35% 6 -Ig! 
35.1% “* 40% I .032 | 
40.1% “ 45% | I -032 
- 45.1% “ 50% ° .000 | 
. s0.1% “ 55% I .032 
55.1% “ 60% 2 .064 
‘2 * » Soe | 
. 95.1% “ 100% .032 4-491 
Totals 3140 100.000 | 100.000 








* Tennessee’s Fair Trade Law became effective February 16, 1937. 


one hundred articles’ as of January 
1937, immediately prior to the enact- 
ment of the state Fair Trade Act,® and 
as of April 1938, a period approximately 
fourteen months after its passage. The 
average price for each period is as 
follows: 


January 1937—#.4507 
April —1938— .4437 
This amounts to a reduction of 1.55 per 


_ * The list was composed of the following classes of 
items: (1) remedies, 48 items; (2) dentifrices and mouth 
washes, 12 items; (3) beauty aids, 20 items; (4) shaving 
supplies, 10 items; (5) sundry products, 10 items. All 
were fast moving items. 

* The Tennessee Fair Trade Law was passed by the 
legislature on February 12, 1937 and became law on 
February 16, 1937. House Bill No. 320, Ch. No. 58, 
Private Acts of 1937. 


cent. This reduction is less than that 
shown for the United States as a whole 
by either the United States Department 
of Labor, index of retail food prices or 
Fairchilds combined index (retail) of 
items other than foods. Table I shows 
the frequency of change in these prices 
by percentage steps and gives a much 
better conception of what actually took 
place than the bare averages. It will be 
noted that increases took place in only 
4-49 per cent of the cases while decreases 
took place during the period in 13.82 
per cent of the instances. It is interesting 
to note the very high per cent of cases 
in which no change took place. Possibly 
there may be a slight element of error 
because of the method which had to be 
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followed in gathering the data and the 
bias of the merchants interviewed. These 
merchants were not doing newspaper ad- 
vertising during the period covered and 
the price data had to be obtained by 
interviews. But the writer interviewed 
each merchant personally, spending from 
thirty minutes to an hour and a half 
with each one. While the memory of the 
merchants had to be relied upon for 
these price comparisons it is believed 
that the error from this source was 
slight. Nearly all these stores were lo- 
cated in residential sections or neighbor- 
hood shopping centers and their appeal 
was primarily that of convenience rather 
than price. It seems reasonable to as- 
sume that inertia and customary prices 
may have played an important part in 
holding such a large proportion of prices 
constant. 

Table II shows the percentage of 
actual prices in orthodox drug stores in 
Knoxville, Tennessee, in April 1938, to 
minimum contractual prices. While more 
prices are at the minimum contractual 
price level than at any other one point, 
this group accounts for less than one- 
fourth of the total price quotation. 
Nearly two-thirds of the prices are above 
the minimum price, concentrated in the 
price groups between 100.1 per cent and 
135 per cent of the minimum price. 

There seems therefore to be no justifi- 
cation for assuming that the minimum 
price has become the going price. The 
rather close grouping of the prices 
around the minimum level may possibly 
indicate this as a future trend. It seems 
likely, however, that the large number 
of prices above the minimum level in- 
dicates that these stores located in the 
outlying sections are in a position to 
charge a premium for their convenient 
location above the price which the down- 
town cut-rate stores must charge. The 
“stickyness” of these drug prices as in- 


Taste II. Percentace RELATION BETWEEN MINIMUM 
Farr TraDE Prices AND AcTUAL Prices 1N OrTHODOX 
Dru Stores, KNOXVILLE, TENNESSEE’ 





























Per Cent of No. of | Per Cent Sub- 
Minimum Price Cases | of Total Totals 
60% to 64.9% 2 .064 
65% “ 69.9% ° .000 
70% “ 74.9% ° .000 
75% “ 79.9% 19 .605 
80% “ 84.9% 24 - 764 
85% “ 89.9% 11 -350 
90% “ 94.9% 54 1.720 
95% “ 99.9% 33 1.051 | 4.554% 
100% (Minimum} 734 | 23.376 | 23.376 
Price) 
100.1% to 105% 103 | 3.280 | 
105.1% “ 110% 399 12.707 
110.1% “ 115% 480 15.287 
115.1% “ 120% 355 11.306 
120.1% “ 125% 235 7.484 
125.1% “ 130% 161 §.127 
130.1% “ 135% 340 | 10.828 66.018 
135.1% “ 140% 31 .987 
140.1% “ 145% 49 1.561 
145.1% “ 150% 15 .478 
150.1% “ 155% 20 .637 
155.1% “ 160% 14 .446 
160.1% “ 165% 2 .064 
165.1% “ 170% 29 .924 
170.1% “ 175% 14 -446 
175.1% “ 180% I .032 
180.1% “ 185% ° 000 
185.1% “ 190% 2 .064 
190.1% “ 195% ° 000 
195.1% “ 200% I .032 
200.1% “ 205% ° .000 
205.1% “ 210% I .032 
210.1% “* 215% I .032 
215.1% “ 220% I .032 
220.1% “ 225% I .032 
225.1% “ 230% ° .000 
230.1% “ 235% ° .000 
235.1% “ 240% 8 255 6.052 
Totals 3140 | 100.000 | 100.000 








7 Figures are percentages of Fair Trade Minima. 


dicated by the large proportion holding 
constant in Table I might also be a fac- 
tor accounting for this condition. 

It is difficult to draw specific con- 
clusions as to the effect of the Fair 
Trade Act on drug prices in orthodox 
Between January, 


stores. 1937, and 
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April, 1938, a minor business recession 
was taking place. While no exactly com- 
parable index is available as a means of 
measuring the comparative change in 
these drug prices, the general price level 
may have fallen more than the price 
of the drug items studied in orthodox 
drug stores. The commodities used were 
all nationally advertised, trade-marked 
goods and it is known that such items 
usually respond more slowly to price 
changes than do little known brands. If 
the decline in these drug prices was rela- 
tively less than that of prices generally, 
the question remains as to whether it 
was due to the Fair Trade Act or to some 
influence such as the sluggishness of the 
movement of prices of branded goods. 
In an M.B.A. thesis presented to the 
Wharton School of Finance and Com- 
merce by E. C. Arkwright a comparison 
was made of the prices of thirty-eight 
drug products, including patent medi- 
cines, cosmetics, shaving supplies and 
dentifrices, between stores in Wilming- 
ton, Delaware, and Chester, Pennsyl- 
vania. (A summary of this thesis was 
published in the Druggist’s Circular, 
Vol. LXXXIII, No. 6, June 1939, pages 
20 to 23.) Delaware had no state Fair 
Trade Act at the time of the study while 
Pennsylvania has had one since 1935. 
The study is of particular interest at 
this point because the price data for the 
two cities were gathered on two succes- 
sive days, December 7 and 8, 1938, 
thus eliminating the possibility of price 
change referred to above. It was the 
opinion of the investigator that the two 
cities were sufficiently similar in general 
economic characteristics that other mar- 
ket factors would not be significant in 
Causing price differences. Both con- 
trolled and non-controlled products were 
used and prices compared in both ortho- 
dox and cut-rate stores. The study 
showed the average aggregate price of 


controlled and non-controlled products 
to be respectively 2.48 per cent and 2.73 
per cent higher in orthodox stores in 
Wilmington than in similar stores in 
Chester. (The percentage figures were 
computed by this writer from price 
tables included in the thesis.) At the 
same time the average aggregate price 
of the same articles in cut-rate stores 
was materially lower in Wilmington than 
in Chester. In the cut-rate stores, seven 
of the twelve non-controlled articles and 
twenty of the twenty-six controlled 
articles were higher in Chester than in 
Wilmington. Among the orthodox stores, 
nine of the twelve non-controlled and 
twenty-one of the twenty-six controlled 
items were higher in Wilmington than 
in Chester. This study also showed a 
greater spread between prices in orthodox 
and cut-rate stores in Wilmington than 
in Chester. This thesis in which the time 
element in gathering the data was re- 
moved would seem to indicate that there 
may be valid grounds for considering a 
portion of the decline in average aggre- 
gate prices in orthodox stores in Knox- 
ville a result of the Fair Trade Act and 
not merely the reflection of a general 
decline in prices. But the decline in 
prices in these stores was small as com- 
pared to the increase in prices in cut- 
rate stores. 


Errect oF Price MAINTENANCE ON 
Cut-Rate Druc Store PRICES 


It was pointed out above that prices 
in orthodox drug stores showed an abso- 
lute decrease of 1.55 per cent. The case 
of the cut-rate stores is quite different. 

The prices for this part of the study 
were taken directly from newspaper ad- 
vertisements for a period prior to and a 
period after the passage of the state 
Fair Trade Act (January, 1937 and 
April, 1938). Thus it seems that all bias 
should have been eliminated—except in 
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so far as it may be contended that ad- 
vertised prices are not representative— 
and hence the effect of price mainte- 
nance is isolated. 

Table III below shows the average 
aggregate advertised prices of controlled 
as compared to non-controlled com- 
modities in cut-rate stores in the city. 
The prices of controlled items are shown 
to have increased substantially between 
the two periods in each of the three 


took place in 53.21 per cent of the prices 
of controlled goods and in only 22 per 
cent of the prices of non-controlled 
goods. No change occurred in 32.28 per 
cent of the controlled items for this store 
and in 17.00 per cent of the non-con- 
trolled items. 

The same relationship between con- 
trolled and non-controlled goods in so 
far as increases and decreases in prices 
are concerned was found in the case of 


TaBe III. AveraGe AGGREGATE Prices oF CONTROLLED AND Non-Contro_iteD CommopirTies IN Cut-Rate 
Druo Stores, KNoxviLLe, TENNESSEE, BEFORE AND AFTER THE Farr TRADE Act 








Average Price of Controlled Items 


Average Price of Non-Controlled hime 
































Store Per Cent Per Cent 
Number 1937 1938 Change 1937 1938 | Change 
1 $00 $.48 | Plus 9.091 wae 1 Co Minus 6.38; 
2 .46 51 “ 10.869 56 . 56 9 0.000 
3 -39 435 “11.538 -37 36 “ 2.703 





stores studied while those of non-con- 
trolled items decreased in two of the 
stores and did not change in the other. 

In the table above the prices of 122 
controlled items were included; sixty-two 
from Store Number 1, twenty-one from 
Store Number 2, and thirty-nine from 
Store Number 3. One hundred and 
ninety-six non-controlled items were in- 
cluded; one hundred from Store Num- 
ber 1, sixty from Store Number 2, and 
thirty-six from Store Number 3. 

Price increases were more frequent 
and larger in the case of controlled com- 
modities, than price decreases, while in 
the case of non-controlled goods the re- 
verse was true. In the case of Store 
Number 1, only 14.52 per cent of the 
prices of controlled goods decreased in 
a range of from o.1 per cent to IS per 
cent. By contrast, 61 per cent of the 
prices of non-controlled goods decreased 
in a range of from 0.1 per cent to 30 per 
cent. For increases in prices, just the 
reverse relationship exists. Increases 


Store Number 2 and Store Number 3. 
In each instance there were at least 
four times as many decreases for non- 
controlled goods as for controlled goods 
and in one of the stores there were over 
sixteen times as many. 

In Store Number 2 decreases ranging 
from 10.1 per cent to 25.0 per cent oc- 
curred in 9.52 per cent of the controlled 
items while non-controlled items showed 
decreases ranging from .1 per cent to 
20.0 per cent for 46.67 per cent of the 
items. No change occurred in 19.06 per 
cent of the controlled items and in 18.33 
per cent of the non-controlled items. In- 
creases ranging from .1 per cent to 50.0 
per cent took place in 71.45 per cent of 
the controlled items for this store while 
increases ranging from .I per cent to 
30.0 per cent took place in only 35.00 
per cent of the non-controlled items. 

In the case of Store Number 3 only 
one controlled item constituting 2.56 per 
cent of the items decreased by approxi- 
mately 17.5 per cent while decreases 
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TasLe IV. CompaRIsON OF 1938 ADVERTISED Prices 1n Cut-RATE Stores IN KNOXVILLE, 
TENNESSEE, WITH MINIMUM PRICES 

Store Number 1 Store Number 2 | Store Number 3 
Per Cent of — - 
Minimum Price Number Per Cent Number Per Cent Number Per Cent 
of Prices | of Total* of Prices of Total* of Prices | of Total* 
35% to 39-9% ° ° | ° ° I | 2.564 
40% “ 44.9% ° ° ° ° ° ° 
45% “ 49.97% ° ° 2 9.524 ° | ° 
50% “ 54.9% ° ° ° | ° ° ° 
55% “ 59.9% ° ° I 4-762 ° ° 
60% “ 64.9% I 1.613 ° ° ° ° 
65% “ 69.97% ° ° ° ° fe) ° 
70% “ 74.9% I 1.613 ° ° I 2.564 
75% “ 79.9% | I 1.613 ° ° ° | oo 
80% “ 84.9% I 1.613 ° ° O° ° 
85% “ 89.9% fe) ° 4 19.047 I 2.564 
9% “ 94-9% I 1.613 ° ° ° |} oO 
95% “ 99.9% ° o I 4.762 | ° ° 
| 

Total Below Minimum 5 8.065 8 38.095 | 3 7.692 
an — 
Total at Minimum (100%) | 56 gO. 322 12 §7.143 | 34 87.180 
100.1 1% to 105% ° | ° ° ° I 2.564 
105.1% “ 110% 1 | 1.613 ° ° I 2.564 
110.1% * 115% re) | fe) Oo re) oO re) 
115.1% “ 120% ° ° ° | O° ° ° 
120.1% “ 125% ° ° ° ° fe) ° 
125.1% “* 130% ° ° ° ° ° ° 
130.1% “* 135% ° ° I 4-762 | ° ° 
Total Above Minimum | 1 |} 1.613 | 1 | 4.762 2 | 5.128 

Totals 62 | 100.000 | 21 | 100.000 39 


ranging from .I per cent to 20.0 per cent 
took place in 41.67 per cent of the non- 
controlled items. No change occurred in 
30.78 per cent of the controlled items and 
in 44.44 per cent of the non-controlled 
items. Increases in this store for con- 
trolled items occurred in 66.66 per cent 
of the cases and ranged from 5.1 per cent 
to 70.0 per cent. Non-controlled items 
increased in only 13.89 per cent of the 
cases, ranging from .I per cent to 40.0 
per cent (only one item increased by 
more than 10.0 per cent). 

The picture presented by Table III 
may be exaggerated to some extent. As 
pointed out above, the well known 
brands are less responsive to general 
price changes than are little known or 


100.000 


private brands. Since the non-controlled 
group contained a higher percentage of 
little known brands, the declining price 
level may have influenced them more 
than the controlled group. 

A further interesting study in connec- 
tion with prices in cut-rate stores is the 
relationship of the advertised prices to 
minimum prices. Table IV shows a com- 
parison of 1938 advertised prices in cut- 
rate stores in Knoxville, Tennessee, 
with minimum prices. In Store Number 
I, over ninety per cent of the prices ad- 
vertised were the minimum prices. In 
Store Number 3, over eighty-seven per 
cent of the prices advertised were exactly 
at the minimum prices. In Store Num- 
ber 2, only about fifty-seven per cent of 
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the prices were at the minimum price. 

Thus it would seem that, while there 
is not by any means complete con- 
formity to the minimum prices in Knox- 
ville, Tennessee, there is a definite 
tendency for the minimum prices to be- 
come the actual prices in the case of the 
advertised prices in cut-rate stores. 

From this portion of the study, two 
conclusions seem to be justified. First, 
that the prices of controlled articles in 
cut-rate stores have been materially in- 
creased as compared to non-controlled 
articles. Second, that there appears to 
be a definite tendency for the minimum 
price to become the maximum price in 
cut-rate stores. 


ATTEMPTS AT BRAND SUBSTITUTION BY 
ORTHODOX AND Cut-RATE STORES 


The National Association of Retail 
Druggists took an active part in sponsor- 
ing state Fair Trade Acts and the Miller- 
Tydings Act, and in urging manufac- 
turers to issue contracts under these 
laws. It is, then, natural to assume that 
the smaller, orthodox drug stores which 
this association represents would be ac- 
tive in pushing the sales of the goods of 
manufacturers who set minimum prices. 
If it is also true, as most of the retailers 
contacted believed, that the Fair Trade 
Acts are aimed at the chain and cut-rate 

8 Store Number 2 was recently indicted by the Knox 


County, Tennessee, grand jury for selling below invoice 
cost under the state Unfair Sales Act. 


stores and will tend to put them and the 
orthodox stores on an equal footing, then 
it is reasonable to assume that chain 
stores would attempt to push non-con- 
trolled goods. 

An attempt was made to secure data 
which would throw some light on these 
points. While sufficient funds and per- 
sonnel were not available to make an 
entirely reliable study on this aspect of 
price maintenance, the limited field data 
summarized below should be of interest. 

Twenty-eight calls were made cover- 
ing all chain and cut-rate stores in the 
city and thirty-two random calls were 
made on different independent stores in 
all sections of the city.® Shoppers asked 
for a well known non-controlled product 
in orthodox stores and for a well known 
controlled product in cut-rate stores. 

In the thirty-two calls on orthodox 
stores, only five attempts at substitu- 
tion were made; four of these were en- 
deavors to substitute controlled brands. 
Thus an effort was made to push the sale 
of price-maintained goods in 12.5 per 
cent of the cases. 

In the calls on cut-rate stores, in eight 
of the twenty-eight cases an attempt 
was made to substitute non-controlled 
for controlled items; in five of the eight 
cases, the brands suggested were the 
stores’ private brands. 


* Data gathered by members of the 1938 class in 
Market Research, of the University of Tennessee. 
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CHAIN DRUG ADVERTISING AND “FAIR 
TRADE” LEGISLATION 


RALPH CASSADY, JR. 
University of California at Los Angeles 


HE ACCOMPANYING table is the re- 
Tate of a study designed to throw 
light upon chain store advertising policy 
in the drug trade under the Fair Trade 
laws.! A series of ten advertisements 
for each of three drug firms operating in 


devoted to each type of merchandise 
and—in addition—the per cent devoted 
o “fair trade” items. The results are 
indeed interesting. Just to summarize 
some of the more important conclu- 
sions: 


























ExuIBIT 
PERCENTAGE DIsTRIBUTION OF ADVERTISING SPACE BY MERCHANDISE LINES AND BY “Fair TRADE” ITEMS FOR 
Turee Retait Druc Cuatins* 
(All data in terms of per cent of total space) 
| Chain “A” | Chain “B” Chain “C” 
Line | “Fair | “Fair “Pair | . 
| Trade” | Total Trade” | Total Trade” | Total 
Toiletries 17.3 34.0 17.4 | 24.2 38.0 | 44.5 
Wearing Apparel | 18.2 | 2.9 7 
Drugs | 5.9 | 8.5 ..9 | 5.0 15.4 18.0 
Restaurant 6.4 9:3 | — 
Housewares and Furnishings | 4.9 10.8 9 4:4 
Nuts, Fruit, Candy er ome 4 - 
Ice Cream | 2.3 | 5.2 | 
Toys and Christmas Supplies | 1.8 6.5 | 9 
Photographic Supplies | | 8 1.2 | a 1.0 
Tobacco << | 2.7 = | 3.8 
. ° | | 
Groceries 3 2.6 | 9 it 
Others aa | 2.7 | .2 1.6 
Institutional | 16.5 | 22.0 | 23.9 
| | 
Total 23.2 100.0 19.1 |} 3 oo.c 86| 55.8 100.0 








* According to a sample based upon Los Angeles newspaper advertisements and covering one insertion for each 


of ten weeks, October 16, 1938 to December 18, 1938. 


Los Angeles was used for sample pur- 
poses. Each advertisement was meas- 
ured on the basis of the per cent of space 


' An earlier study by Professor E. T. Grether, some 
of the results of which were published in a Yournal 
article by the present writer (January, 1939), was de- 
signed to show general changes in advertising policy 
accompanying “‘fair trade”’ legislation. That study had 
to do—more specifically—mainly with the change in 
the extent to which “fair trade” items were utilized in 
chain advertising. The present article—in a sense com- 
plementary—is intended to present a more detailed 
Picture of existing policy. 


The first thing which one notes is that 
companies “‘A’”’ and “B’’—both, young 
and aggressive institutions—are similar 
in that the bulk of their advertising 
space is in non-drug items. This is not 
true of company “C.”’ More specifically, 
“A” and “B” devoted only 43 and 30 
per cent, respectively, to drug and 
toiletries while ““C”’ devoted almost 63 
per cent to those lines. Indeed a very 
small amount of space is devoted to 
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A” 


drugs only by “A” and “B”—8.5 per 
cent and 5 per cent, respectively. Rela- 
tively large amounts of space on the 
other hand are devoted to such dis- 
tinctly non-drug items as apparel, house- 
wares, toys and prepared food by one or 
the other of the cut-rate concerns. In the 
light of this situation one wonders how 
long the designation drug stores in de- 
scribing such establishments will sur- 
vive.” 

Another striking thing about the 
statistical picture given in the accom- 
panying table is the contrasting “fair 
trade” item situation. In the advertise- 
ments of companies “A” and “B’’—as 
one might expect—‘‘fair trade” items 
are given only around 20 per cent of the 
space. In company “C’s’’ newspaper ad- 
vertisements, however, well over 50 per 
cent of the total space is devoted to 
“fair trade” items. Incidentally, the 
general theme of “A’s” and “B’s”” ad- 
vertising is essentially the same regard- 
less of the medium considered. For ‘‘C’s”’ 
this homogeneity as regards theme does 
not obtain. That is to say, “C’s’’ ad- 
herence to the publicizing of fixed price 
nationally advertised items is limited 
only to newspapers. In its special circu- 
lars “C”’ relegates national brands to a 
secondary position and concentrates on 
price concessions on its own and other 
non-nationally advertised merchandise. 

When one looks over the specific 
items offered one cannot but conclude 
that companies “A” and “B” seem to be 
opportunistic in their buying and pub- 
licizing activities. This seems to be true 


2 One suspects that some drug chains have encroached 
further than ever on non-drug lines in their aim of 
maintaining position in the face of “unfriendly” legis- 
lation. The following individual items, for example, 
may be found in recent advertisements of the cut-rate 
drug firms: dictionaries, padlocks, umbrellas, wrist 
watches, garden hose, rain capes, footballs, silk stock- 
ings, waffle irons, turkey dinners, motor oil, photo en- 
largements, tomato juice, and scotch whiskey. 


in two senses. First, they take advantage 
of the important holiday seasons in of- 
fering merchandise peculiar to those 
times. Christmas, Easter and Inde- 
pendence Day offer opportunities along 
these lines. Second, they seem to take 
advantage of unusual buying opportuni- 
ties from time to time regardless of the 
season. Thus, if a favorable purchase can 
be made of silk hose (say) much space 
will be devoted to this offering. Com- 
pany “‘C” on the other hand, is much 
more conservative, concentrating its 
publicity efforts on merchandise more in 
line with the character of the estab- 
lishment. 

Companies “‘A’”’ and “B”’ continue to 
be essentially cut-rate establishments, 
then, while “C,” when judged by its 
regular weekly advertisements, adheres 
to a policy of publicizing well-known 
drug and sundry items with little empha- 
sis upon price. As was mentioned above, 
however, from time to time—eight or 
ten times each year, perhaps even a 
little more often—the “‘C”’ company has 
a special sale in which it features its 
own brands and emphasizes price con- 
cessions. At such times specially priced 
privately branded items are featured at 
the expense of nationally advertised 
merchandise. For this purpose—as was 
mentioned, also—they put out special 
advertising matter, of the non-newspaper 
type. Hence, over a period of time, this 
company appeals both to the price con- 
scious and to those preferring nationally 
branded merchandise.® 

It may be noted finally that all three 


3 In one issue of the circular—that of November 2, 
1938—34 per cent of the space was devoted to items 
offered on a basis of two for the price of one plus If. 
Even in the “‘non-1¢ sale” circulars, however, price 
figures are given more prominence than those in the 
newspaper advertisements. Moreover, in the circular 
advertising—in contrast to that of newspapers—toys, 
electric appliances, tobacco and “own brand” drugs are 
given relatively large amounts of space. 
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firms utilize a considerable amount of 
space for institutional purposes. The ap- 
peals of “A” and “B” as against “C” 
again are in contrast however. For ex- 
ample, “A” purports to have “lowest 
prices,” gives “more for your money” 
and offers ““bigger values,” “‘B’s” ap- 
peals being somewhat similar. “‘C,’ 

the other hand, “features nationally ad- 
vertised brands,” “accurately fills pre- 
scriptions” and finally in trading with 
this concern—it claims—“‘you get what 
you ask for.’”4 


4“C’s” circular theme, however, unlike that of its 
newspaper advertising, is exemplified by such state- 
ments as—‘‘There are no lower prices than ‘C’s’”’ and 

“More for your money at ‘C’s.’” 


One can see in drug firms then, some- 
what contrasting advertising policies un- 
der “fair trade.”’ Some firms continue to 
be operated on a cut-rate basis. These 
concerns seem to avoid “fair trade’’ 
items where possible and concentrate 
their advertising on goods—regardless 
of type—on which price appeal still can 
effectively be made. Other firms, well 
located, perhaps older and—as a result—- 
well and favorably known, need not con- 
centrate all of their efforts on price, but 
may, on the other hand, devote a con- 
siderable amount of their space to tying 
in with the programs of the national 
advertisers. 








LABOR SAVING DEVICES IN MARKETING 


P. D. CONVERSE 
University of Illinots 


ECHNOLOGICAL improvements have 
bree the cost of production, as 
measured in output per worker, and have 
increased the standard of living. The 
rate of improvement has been rapid since 
1880 and was especially rapid from 1922 
to 1928. Several estimates have been 
made of the increased output per worker 
in production—manufacturing, farming, 
and mining. Perhaps those of Ezekial! 
are as good as any. According to these 
from 1870 to 1900 the output per worker 
increased 56 per cent in manufacturing, 
69 per cent in agriculture, and 178 per 
cent in mining. From 1900 to 1930 the 
output per worker increased 63 per cent 
in manufacturing, 41 per cent in agri- 
culture, and 47 per cent in mining. It is 
not believed that the level of consump- 
tion has increased so much. Production 
is only part of our economy and it may 
be that the other part—marketing—has 
made no similar progress. The general 
opinion is that there has been no such 
increase in the efficiency of workers en- 
gaged in marketing—wholesaling, re- 
tailing, transportation, warehousing, as- 
sembling of farm products, and selling 
by manufacturers and mine operators. 

The common opinion seems to be that 
labor saving machinery has not and, 
perhaps, can not be applied to reduce 
costs in marketing to the same extent 
that it has in production. 

Some think that marketing costs have 
remained stationary, others that they 
have increased, and others that they 

1 Ezekial, Mordecai: Annals of Amer. Acad. Polit. 
and Soc. Sc., Nov., 1936. Other estimates: in manu- 
facturing, output per worker increased 48 per cent from 
1914 to 1927; 39 per cent from 1910 to 1930; in farming: 


47 per cent from 1900 to 1925; 41 per cent from 1910 
to 1930; in traffic 56 per cent from 1899 to 1925. 
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have decreased but that the decrease has 
been less than the decrease in production 
costs, so that marketing takes a larger 
proportion of the consumers’ dollar. To 
use a familiar illustration, let us assume 
that at a time when we operated under a 
local handicraft or small-factory econ- 
omy, that it cost 80¢ to make an article 
and 20¢ to sell it. Marketing thus took 
20 per cent of the consumer’s dollar. It 
may be that with the development of a 
national economy with large scale pro- 
duction, that the cost of marketing has 
remained stationary in amount but in- 
creased relatively (case A); that the cost 
of marketing has increased (case B); or 
that the cost of marketing has decreased 
(case C). The effect of the reduction in 
cost of production and the three possible 
changes in the cost of marketing may be 
illustrated as follows: 
National 

Local Economy 
Econ- Case Case Case 
omy A B C 

8o¢ 20¢ 20¢ 20¢ 

20¢ 20¢ 3o¢ Io¢ 

1oo¢ 4o¢ So¢ 30¢ 


Production costs 
Marketing costs 


Consumer pays 








It will be noted that in case A, that 
marketing takes 50 per cent of the con- 
sumer’s dollar, in case B, 60 per cent, 
and in case C, even though the cost was 
cut in half, 334 per cent. We should re- 
member that even in case B, where 
marketing costs have increased, that the 
consumers are benefited as the price of 
the article is reduced. The consumer 1s 
interested in the total cost and if this 
can be reduced by large scale production 
he is better off even if marketing costs 
are increased. The fact that marketing 
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costs increase is not per se an indict- 
ment of the marketing system. 

A reduction in the cost of marketing, 
however, benefits the consumer just as 
much as a reduction in the cost of 
production by reducing prices to the 
consumer.2 This thought was in the 
mind of the late Edward Filene when he 
said that regardless of what else he did, 
if, as a merchant, he did not succeed in 
reducing marketing expenses, his life 
would be a failure. Marketing men have 
at times been chided for their poor 
record by their production colleagues. 
An engineering colleague says: “there 
must be something wrong with you 
economists. We have invented, de- 
signed, and built machines to benefit 
mankind, but you fellows keep the prices 
up so that the people cannot benefit as 
they should from our inventions.” Are 
we as bad as this? Perhaps we have been 
lax in securing, analyzing, and pre- 
senting the facts. 

The output per worker is the real test 
of efficiency and if goods are to be 
marketed more efficiently, the volume 
of goods or services marketed per man 
must be increased. Has the efficiency 
with which goods are marketed increased 
during the past century? the past 50 
years? the past 25 years? Can it be in- 
creased in the future? The purpose of 
this paper is to examine the available in- 
formation to determine what has been 
the trend in the cost of marketing. 

Arguments indicating that cost of mar- 
keting has increased—Those arguing 
that marketing costs have increased 
point to obvious wastes or duplication 
of efforts: the dozen milk wagons on the 
same street; the half dozen food stores 
in the same block; the superfluity of 


? Increased output per man may be reflected in higher 
wages and salaries or in lower prices. For the purpose of 
simplicity in my analysis, I will assume that increased 
output is reflected in lower costs and prices. 


filling stations; the crisscrossing of de- 
livery routes; retail salespeople idle 
much of the time; and the time wasted 
by traveling salesmen in waiting to see 
buyers. These are obvious wastes but, as 
far as I know, we have no data to prove 
that they involve greater cost than 
wastes that existed in the marketing 
system $0 or 100 years ago. 

It is pointed out that the use of ma- 
chinery in large plants concentrated pro- 
duction in relatively small areas and in- 
creased the distance between producers 
and consumers. It seems logical to as- 
sume that transportation cost and the 
number of middlemen required to get 
goods from producer to consumer would 
be increased. Apparently the length of 
the trade channel would increase as 
craftsmen’s shops developed into fac- 
tories. On the other hand Westerfield’s 
study showed that English trade chan- 
nels for staples were fully as long in the 
18th century as they are today in the 
United States. Although the distance 
which goods are moved has increased, 
has the cost of moving them increased? 
This question is not easily answered. 
Rail rates on some products may be 
higher than 40 years ago but it may be 
that goods may be moved 1000 miles by 
rail today more cheaply than 50 miles by 
wagon a century ago. 

The wages of employees of marketing 
concerns seem to follow the general wage 
levels and the cost of living.* The in- 
creased productivity of labor engaged in 
production has made possible higher 
wages. Marketing enterprises apparently 
have also had to pay higher wages. It 
is said that there has been no corre- 
sponding 1 increase in productivity, caus- 
ing the percentage cost of marketing to 
increase. In 1870, Macy’s paid their em- 
ployees about $5 a week and they sold 


4 See, for example, Converse, P. D.: Elements of Mar- 
keting, 1935 ed. p. 383. 
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an average of $5,250 a year.‘ Today em- 
ployees in large city department stores 
are paid about four times as much and 
sell less than twice as much. In 1888 
Macy’s had expenses of 14 per cent* 
while today large department stores 
have expenses around 35 per cent. It is, 
of course, illogical to take the operating 
figures of one store as typical for such a 
comparison. Nevertheless there appears 
to be some truth in the conclusion that 
marketing concerns (at least retailers 
and wholesalers) have had to raise the 
wages of employees in line with the gen- 
eral increase in wages while the actual 
quantity of goods sold per employee has 
not increased proportionally. 

It is argued that manufacturing com- 
panies turn out so many goods that they 
must use a great deal of “pressure” to 
force them on the market. The president 
of a nationally known manufacturing 
company has argued that it is good busi- 
ness to use “high pressure”’ selling, to 
sell under increasing costs in order to 
get the volume to enable him to operate 
his plants under decreasing costs.* So we 
have large expenditures for advertising, 
“deals,” dealer helps, and high pressure 
salesmen.® 

A somewhat similar argument is that 
the cost of marketing is increased by the 
number of new products that are con- 
stantly being placed on the market. The 
public must be “‘educated”’ to their use 
so we have house-to-house salesmen, 
demonstrators, specialty men to help the 
retailers, advertising campaigns, and so 
on. (We may point to many products 
that are marketed more cheaply as 


* Hower, Ralph M.: Urban Retailing 100 Years 
Ago,” Bull. Business Historical Society, X11: 6 (Dec., 
1938). 

5 Otto H. Falk, Nation’s Business, March, 1930. 

* Sanford E. Thompson quotes studies from National 
Assn. of Mfrs. as showing that from 1900 to 1930, 
manufacturing costs were reduced 30 per cent while the 
marketing costs of the manufacturers increased 60 per 
cent. Rayburn, Samuel W.: For Top Executives Only. 


“staples” than they were when they 
were “‘specialties.’”’) Granting the truth 
of this argument, the consumers are 
benefited if the new products have 
merit. (The list of such articles is legion, 
running from cooking stoves, kitchen 
cabinets, cash registers, typewriters, en- 
cyclopedias, electric irons, safety razors 
to electric refrigerators, vacuum clean- 
ers, and air conditioners.) 

This is a strong list of arguments. 
Before concluding that the cost of mar- 
keting has increased, let us look at the 
evidence on the other side. 

Evidence that the cost of marketing has 
decreased.—There is much evidence that 
the cost of marketing has decreased. The 
most obvious examples may be the rail- 
roads, the pipe lines, and the surfaced 
highways. We do not have to be told 
that the railroad is more efficient than 
the oxcart, covered wagon, and canal 
boat. We are familiar with the time 
saved by telephone and telegraph in 
selling goods. We know that billing, 
bookkeeping, computing, and tabulating 
machines save time in accounting for 
market transactions. If we stop to think 
we realize the economy in time resulting 
from definite standards which enable 
goods to be bought and sold by mail, 
telephone, and telegraph and obviate 
the necessity of careful inspection every 
time they change hands. 

There are other labor-saving devices, 
perhaps somewhat less familiar, such as 
power equipment for loading and unload- 
ing goods and handling them through 
warehouses—skids, power lift trucks, 
tractors, endless belts, tiering machines, 
removable bodies for trucks, containers 
for less-than-carload freight, and me- 
chanical switching for railroad cars. 
Anyone who has watched the assembly 
of orders in a modern single story, 
grocery warehouse easily visualizes the 
labor saved as contrasted with assembly 
methods of a generation ago. The de- 
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velopment of field warehousing enables 
money to be borrowed on warehouse 
receipts without the cost of moving the 
goods from the owner’s premises to dis- 
tant warehouses. 

Motor trucks may also save labor, al- 
though at first glance we may think 
that the goods could be moved much 
more economically by rail. We often 
hear the statement that it costs more to 
move goods by truck than by rail and 
yet that truck shipments are increasing. 
When we stop to analyze the situation 
we may find that the truck is not only 
moving goods but shortening trade chan- 
nels. The trucker may buy fruit from the 
farmer and sell to the city jobber or re- 
tailer, and by-pass the country shipper 
and the city receiver (and also the job- 
ber if he sells to the retailer). One truck 
haul is substituted for a rail haul and 
two truck hauls and two relatively ex- 
pensive loading and unloading opera- 
tions. Or a trucker may buy grain from a 
farmer in a surplus area and sell to a 
farmer in a deficit area, bypassing the 
elevator and feed dealer and perhaps the 
broker in the central market. He sub- 
stitutes one truck haul for one or two 
rail hauls and two local hauls. There 
may be other advantages in the use of 
trucks such as lower wage scales than 
paid to trainmen, quicker deliveries, and 
better care of goods. It is reported that 
some refrigerated trucks can keep much 
more uniform temperatures than can the 
railroad cars with their ice bunkers. 

Most of these devices aiz used in the 
physical handling of goods and in ac- 
counting transactions, although stand- 
ardization and telephones reduce the 
time needed in buving and selling. 

Buying and selling (creation of pos- 
session or ownership utility) are the cen- 
tral core of marketing and at present ap- 
pear to be the most expensive part of 
marketing. Buying and selling depend 
on human contacts. We have not found 


any method of making contracts by 
machinery. Vending machines appear to 
have a limited scope and to save little if 
any labor. Printing presses, typewriters, 
and telephones may help but funda- 
mentally buying and selling are a man- 
to-man, or hand, operation. They re- 
quire time but a given amount of time 
may be made to secure a larger volume 
of sales. The cash-carry method saves 
part of the time required to sell goods. 
It may transfer much of the labor to the 
buyers but many are glad to perform 
the extra labor for the saving involved. 
The self-serve method may do more. It 
saves labor for the seller and may also 
save time for the buyer. The self-serve- 
cash-carry method appears to save ‘a 
considerable amount of labor for the re- 
tailers. 

Larger unit sales reduce selling ex- 
penses by reducing the time required to 
sell a given quantity of goods. The 
super-market seems to be reducing ex- 
penses in this way. Their customers 
often buy 2, 3, or 6 units of a product 
while at the neighborhood store they 
would buy in single units. With the in- 
crease in the level of living, the con- 
sumers spend a larger proportion of their 
income for relatively large articles such 
as automobiles, furniture, rugs, and elec- 
trical equipment of various kinds. The 
time required to sell such goods does not 
seem to increase in proportion to its 
price. Lough’ compiled figures to show 
that the total cost of marketing manu- 
factured goods in the United States de- 
clined from 31.4 per cent in the pre-war 
period of 1909-14 to 29.9 per cent in 
1931. 

Some of the most notable savings 
come through (vertical) integration. In- 
tegrated companies often eliminate the 
buying and selling functions between 
what were formerly two separate stages 


7 Lough, Wm. H. and Gainsbrough, Martin R.: High 
Level Consumption. 
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of distribution. Thus the chain store has 
no salesmen to sellits retail stores and the 
retail store managers spend relatively 
little time buying goods from the ware- 
house or buying office. If the store 
manufactures its own goods there are no 
salesmen and no buyers between the 
factory and the wholesale warehouse. 
Some of these savings are realized by the 
large department store, the mail-order 
house, retailer-owned wholesale house, 
the mutual wholesale house, and by some 
voluntary chains and supermarkets. 

Large savings come in large sales be- 
tween manufacturers and large retailers. 
Thus the president or buyer for a large 
chain may in one interview conclude a 
contract with a manufacturer for a six 
month’s or a year’s supply of the latter’s 
product. For the manufacturer to sell an 
equal amount to small retailers might 
require the constant work of a dozen or 
so salesmen. The reduction made in 
marketing costs is considerable. The 
Federal Trade Commission found a sav- 
ing of 28 per cent by Goodyear in selling 
tires to Sears Roebuck and of 28 per 
cent by Bird & Son in selling floorcover- 
ings to Montgomery Ward & Co. Jno. F. 
Thomas? gives the following savings in 
selling to large as compared with small 
retailers, the figures being percentages of 
the prices of small retailers: paint, 14 
per cent; furniture, 17 per cent; refriger- 
ators, 27 per cent; and washers, 38 per 
cent. 

The chain store as a labor saving de- 
vice.—If marketing costs are to be re- 
duced, it seems that reductions will 
come from increased output per worker. 
They might, however, come from reduc- 
tions in interest, profits, royalties, or 
wages. We may select the chain store as 
an institution that, taken as a whole, has 
reduced the amount of labor required 
to distribute a given quantity of goods. 


* JOURNAL OF MARKETING, III: 47-61, July, 1938. 


The chain saves the expense of sales- 
men between the wholesaler and the re- 
tail store and, in case it manufactures 
goods, it saves the expense of salesmen 
to sell them to its wholesale houses. It 
reduces the time of the store manager 
required for buying goods. With goods 
handled through wholesale houses, such 
as groceries, it has introduced labor sav- 
ing devices in the storage of goods and 
the assembly of orders. It reduces the 
criss-crossing of delivery routes, reduces 
the labor in dividing goods by limiting 
broken package orders, reduces account- 
ing labor by the use of machines in stock 
control and accounting. If the chain has 
reduced prices, the reduction has appar- 
ently been made possible largely, if not 
altogether, by a saving in labor. It has 
been alleged that the chain has made its 
saving by forcing prices paid to manu- 
facturers down below cost. It is doubtful 
if this can be proven as a general state- 
ment. Some have expressed the opinion 
that the chains would be entitled to 
lower prices than they receive if prices 
were based on manufacturers’ costs de- 
termined by accounting systems that 
properly allocated costs. We do not have 
enough facts to arrive at a conclusion on 
this point. It is also alleged that the 
chains reduce expenses by underpaying 
labor. Those who advance this state- 
ment deny that wages are determined by 
supply and demand so that all employers 
have to pay the same wage for the same 
degree of skill. The studies available do 
not prove that the chains pay lower 
wages than the independents for the 
same degree of skill. Even if they pay 
relatively low wages to their retail sales- 
people, this would seem to be counter- 
balanced by the relatively high wages 
paid to their supervisors and execu- 
tives. 

Labor saving devices have commonly 
been unpopular with those injured. 
Laborers have opposed the introduction 
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of machines and in some cases broken 
them to pieces. The chains have been no 
exception. The independents who have 
lost business have opposed the chains 
with propaganda and have lobbied for 
hostile legislation. In the United States 
labor saving machines have usually won. 

Summary.—The evidence indicates 
that many labor saving devices have 
been introduced into marketing. But so 
far we have presented no measurement 
to indicate whether the methods and de- 
vices that decrease marketing costs are 
more or less important than those which 
increase marketing costs. Let us examine 
the available statistics. 

Number of persons employed in mar- 
keting.—From 1870 to 1930 the propor- 
tion of gainfully employed persons (as 
reported by the Census) engaged in 
trade and transportation increased from 
less than 10 to more than 20 per cent of 
the total. During this period the pro- 
portion of gainfully employed persons 
engaged in production declined from 69 
to $3 per cent. The rate of increase in 
the number of marketing workers was 
notably rapid from 1880 to 1890 and 
from 1920 to 1930. These were periods 
when production increased rapidly and 
more people seem to have been required 
to market the increased output of goods. 
Although the number of persons en- 
gaged in marketing increased it did not 
increase as rapidly as the volume of 
goods to be marketed. From 1869 to 
1899 the volume of manufactured goods 
adjusted for the balance of foreign trade 
and changes in the general level of 
prices increased 426 per cent while the 
number of workers engaged in trade and 
transportation increased 313 per cent. 
From 1889 to 1899 the volume of physi- 
cal production (Standard Statistics) in- 
creased 85 per cent while the number 
of marketing workers increased 50 per 
cent. From 1899 to 1929 the physical 
volume of production (U. S. Census and 


Federal Reserve Board indices) in- 
creased 204 per cent® while the number 
of workers in marketing increased 124 
per cent. From these figures it appears 
that the quantity of goods marketed per 
person has increased. This would indi- 
cate that the cost of marketing has de- 
creased unless the wages of marketing 
employees, the profits of marketing con- 
cerns, or rents, royalties, and interest 
payments have increased very rapidly. 

Index of efficiency of marketing.—In 
constructing an index of the output per 
worker, I have used the number of per- 
sons reported by the Census as engaged 
in trade and transportation. This figure 
is known to be incomplete but we may 
assume that the coverage is compara- 
ble from one Census to the next. This 
assumption is basic in the construction 
of the index. To indicate the volume of 
goods to be marketed we may take the 
volume of manufactured goods or the 
volume of manufactured goods plus the 
income of farmers and adjust for changes 
in prices; or we may use an index of the 
physical volume of production. The in- 
dex from 1869 to 1899 is based on the 
value of manufactured goods adjusted 
for exports and imports and for changes 
in the level of general prices. That used 
from 1899 to 1935 is based on the index 
of volume of manufactured goods pre- 
pared by Day and Woodlief (from 1899 
to Ig1g) and the index of volume of in- 
dustrial production by the Federal Re- 
serve Board (1919 to 1935).!° 


® Using Standard Statistics index, 268 per cent. 

10 Day, Edmund E. and Woodlief, Thos.: The Growth 
of Manufactures, 1899-1923 (a Census publication). 

The number of persons employed are from the years 
following the indices, but the Census has usually been 
taken during the first half of the year. One great 
difficulty is the lack of a price index suitable for con- 
structing such an index from values of goods produced 
for sale. A limitation on such an index is lack of figures 
showing inventories at ends of years. Four other indices 
were prepared but those given here appear to be the 
most representative. For a somewhat fuller discussion 
of methods used, see the forthcoming revision of E/e- 
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Inpex or Output pen WorKER IN MARKETING 


1869—100 1899 —1I00 
1879—139 1909 —I14 
1889—146 1919 —I129 
1899—130 1929 —136 

1935*—124 


* Change in efficiency from 1929 to 1935 estimated 
on the basis of the number of employees in wholesaling, 
retailing, and on the railroads. 


These figures show an increased quan- 
tity of goods for each person engaged in 
marketing but the rate of increase is not 
regular. This may be due in part to the 
limitations on the statistics. It appears 
that the efficiency of workers increases 
rapidly during periods of expanding pro- 
duction and decreases in periods of con- 
tracting business. Apparently the num- 
ber of employees of marketing concerns 
does not adjust itself promptly to the 
volume of goods to be sold. (Perhaps 
partly because of the relatively large 
number of proprietors and partners in 
retail and wholesale stores.)"' Efficiency 
seems to have increased most rapidly in 
the 1870s when the railroads were com- 
ing into general use; and from 1899 to 
1919, which was a period of increased 
industrial output. Efficiency seems to 
have decreased during the 1890s and the 
early 1930s, periods of poor business. 
The decline from 1929 to 1935 may have 
been affected by shorter hours. It would 
have been greater except for the drastic 
decline in the number of railroad 
workers. 

The conclusion is that the efficiency 
with which goods are marketed has in- 
creased but that the rate of increase has 
not been as rapid as that in production. 
Increases in wages rates or in other ex- 
penses may, however, have prevented a 
decrease in marketing costs. Taking the 
period from 1869 to 1899, output per 
worker in marketing appears to have in- 
creased some 30 per cent, wages in gen- 





ments of Marketing. These indices are only a rough 
measure of trends. 

11 During depressions there is a tendency for unem- 
ployed persons to open small stores, lunch stands, etc. 


eral 24 per cent, while prices decreased. 
This would indicate that the cost of 
marketing a given quantity of goods de- 
creased (unless there was a large increase 
in profits or interest). In the period from 
1899 to 1929, increases are shown as fol- 
lows: wages in general, 226 per cent; gen- 
eral prices, 122 per cent; wholesale com- 
modity prices, 87 per cent; cost of living, 
122 per cent; and real wages, 47 per 
cent.” Workers increased their propor- 
tion of the total national income during 
the period at the expense of profits, 
rents, and interest.’® During this ag 
the output per worker increased: 
production something more than one- 
half, and in marketing something like 
one-third. The fact that real wages in 
general increased faster than the output 
per marketing worker might indicate 
that the cost of marketing a given quan- 
tity of goods increased. Several other 
factors must, however, be considered be- 
fore reaching this conclusion. The wages 
of marketing workers appear to have in- 
creased less than those of workers in 
production. In fact the rate of increase 
in wages may have been less than the 
increased output per worker. Other ex- 
penses (rent, taxes, advertising, inter- 
est, supplies, equipment, light, etc.) and 
profits may have increased proportion- 
ately less or more than wages. If they 
increased less than wages, the cost of 
marketing may have decreased during 
this period, although the percentage cost 
increased. More accurate facts are 
needed to give an exact answer. 


2 Rufus S. Tucker: Review of Economic Statistics, 16: 
25-27. 

13 National Industrial Conference Board: National 
Income in the U.S., 1799-1938. 

14 Since this article was written, The Twentieth 
Century Fund has published: Does Distribution Cost 
Too Much? The figures in this report show a greater 
increase in the output per worker in production and a 
smaller increase in the output per worker in marketing 
than are shown above. The reason for the difference will 
be explained in a review of this report in a later number 
of the JouRNAL OF MARKETING, 
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DISTRIBUTION PROBLEMS OF THE RED 
CEDAR SHINGLE INDUSTRY 


N. H. HOVEY 


HE PURPOSE of this study is to pre- 
g yor the trends and to uncover some 
of the pertinent problems connected with 
the red cedar shingle industry. Empha- 
sis is placed on market area covered and 
market practices in vogue. An effort is 
made to develop from the past a work- 
ing knowledge to be used in the future. 
The welfare of the red cedar shingle in- 
dustry is a vital factor in the Pacific 
Northwest’s economy. Proper and effi- 
cient marketing of any product is fully 
as important as efficient production. 
This analysis of the inadequate sales 
policies and geographical mal-distribu- 
tion which are stumbling blocks in the 
industries’ progress should prove helpful 
to the industry. 


PropucTion Factors 


The largest and finest cedar grown 
anywhere in the world is the Western 
Red Cedar. Its best development is 
reached in the moist areas of the Pacific 
Northwest, notably Oregon, Washing- 
ton, and British Columbia. Sawmills 
were erected in the early stages, and it 
was not until later that shingle cutting 
machines were introduced. As a conse- 
quence many roof coverings in this re- 
gion were made of red cedar, hand-cut 
into short lengths and split into sheets 
or “shakes” varying from one-half to 
one-fourth of an inch in thickness and 
as wide as twelve inches. The cedar in 
this region lent itself to this process, as 
the timber was straight grained and 
free from knots. 

These inherent cedar characteristics 
facilitated machine cutting and a ma- 
chine was early perfected which proved 


economical in operation and produced a 
high quality product. These machines 
enabled the establishment of mills, 
which were located close to the abundant 
supply of raw material; thus there is a 
concentration of the industry in the 
Pacific Northwest. Production of shingles 
by states in 1932 showed that the State 
of Washington produced 85.8 per cent 
of the wooden shingles in the United 
States while the nearest competitor, the 
State of Oregon, produced 8.6 per cent. 

The United States Red Cedar Shingle 
Industry, Inc. reported that in October 
1938 there were approximately 280 mills 
with 891 machines. These figures include 
only the reporting mills, and as the 
situation changes very rapidly due to 
closures and fires, it is difficult to give 
accurate figures as of a given date. Com- 
bination mills (those producing both 
shingles and lumber) have, on the aver- 
age, a larger number of machines. 
Straight mills (those producing only 
shingles) with not more than 4 machines 
each, constitute approximately 79 per 
cent of the total number of mills in the 
industry, and have 39 per cent of the 
total machines. 


Manufacturing Technics 


Cedar trees are felled and cut into sec- 
tions usually a trifle more than 38 inches 
in length, but occasionally longer, de- 
pending on the size of shingle that is to 
be made. These sections are split length- 
wise to facilitate transportation. They 
are then delivered to the mill where they 
are cut into blocks 16, 18, or 24 inches 
in length ready for the shingle cutting 
machine. 
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This method is used chiefly by inland 
mills. Mills with easy means of log trans- 
portation, such as railroads or water 
facilities, have the red cedar delivered 
in form of logs. The logs are then cut 
into sections as desired, either 16, 18, or 
24 inches in length. These sections are 
then halved or quartered with the grain 
depending on their size to enable con- 
venient handling. 

The blocks are then delivered to saw- 
ing machines called “‘upright machines” 
which are adjusted so that alternating 
tapered shingles are cut automatically. 
Readjustment may be necessary once or 
twice in the cutting of a block to insure 
true edge grain shingles. The man in 
charge of this machine, called a “‘saw- 
yer,” catches each shingle that comes 
from the upright machine, trims the 
sides, and cuts out defects. The shingles 
are sorted by the sawyer who drops 
them into different chutes, depending on 
the grade, whence they fall into bins for 
packing. 


Packing, Conditioning, and Grading 


Packers pick the shingles from bins, 
constantly supplied by the sawyers from 
above, and regrade and pack in bundles. 
It is interesting to note that double 
grading takes place, once by the sawyer 
and once by the packer. 

At this stage the shingles are known 
as “green” or unseasoned, the moisture 
content being well above the fiber- 
saturation point. Before shipping by rail, 
the shingles usually undergo condition- 
ing—a process which removes the excess 
moisture. This may be accomplished by 
air-drying or kiln-drying. Air drying 
consists of stacking the bundles under 
cover so that the air will circulate freely 
between them until the proper moisture 
content is reached. Kiln drying consists 
in placing the bundles on cars which are 
rolled into kilns or drying rooms where 


the atmospheric conditions are under 
control. Automatic controllers regulate 
the temperature and humidity to insure 
proper conditioning. When fully condi- 
tioned, each bundle is re-pressed because 
of shrinkage. The product is now ready 
for the market and can obtain lower 
freight charges due to the loss of mois- 
ture content. 

The majority of the mills in the in- 
dustry now grade according to the com- 
mercial standards set forth by the United 
States Department of Commerce through 
the: Bureau of Standards effective July 
I, 1931. There are three recognized 
grades. Number one grade is strictly 
edge-grain, all heartwood and clear. 
Grade number two permits mixed grain 
and must be largely free from blemishes. 
Number three is the lowest grade and 
permits a certain percentage of knots 
and other blemishes. Shingles are manu- 
factured in random widths, but as tests 
have demonstrated that shingles wider 
than 14 inches will not give maximum 
service, this represents the upper limit 
of widths in all grades. Three different 
standard lengths are recognized. The 
shortest is 16 inches, the intermediate 
length is 18 inches, and the longest 
length is 24 inches. Dimension shingles, 
that is, those cut to definite widths, are 
manufactured in each of the sizes in 
which random width shingles appear; 
their grading takes place as above. 


Industry Complicated by By-Product 
Status of Raw Material 


Red cedar logs are a by-product of 
logging operations. They very seldom 
appear in stands by themselves, but are 
found mixed with Douglas fir, hemlock, 
and spruce. Thus it may be seen that 
that the raw material from which 
shingles are manufactured is dependent 
upon the total demand for logs of all 
species. It is impossible to conduct prof- 
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itable logging operations for cedar logs 
exclusively where the average stand is 
only 5 to 15 per cent. In general, the 
logging operations are out of the control 
of the shingle industry, and this gives 
rise to very perplexing problems at 
times. 

Logging operations are generally dis- 
continued during the latter part of the 
summer months due to the fire hazard, 
and shingle production reaches its peak 
in the seasons when logging is quiet. 
This means that logs must be cut months 
ahead of the anticipated demand. 

Cedar is also used for other purposes 
such as poles, posts, and finished lumber 
including insulating boards, ceiling, 
molding, and siding. The demand for any 
one of these products influences the 
prices of the raw material. A sudden 
increased demand for one of the finished 
products may force the price of logs so 
high as to jeopardize the operations of 
shingle manufacturers, who are also 
faced by competition from other kinds 
of roofing materials. 


Producer’s Cooperation 


Various methods have been tried in 
the shingle industry to adjust produc- 
tion to consumption. Cooperative buy- 
ing of logs, small selling organizations, 
and trade associations have all been 
tried, but with little or no success. Pro- 
ducers cooperatives have been tried 
many times and at one time were quite 
the vogue. A few mills still operate 
under the cooperative plan, but the 
length of their business life is usually 
short. This, in part, can be explained by 
the fact that it is relatively easy to enter 
the shingle business. A small amount of 
capital with the labor supply furnished 
by the family and relatives may entice 
a “‘shingle-weaver” to venture into the 
business. Competition coupled with the 
dire need to earn a living induces him 


to sell at low prices. Lack of records 
and appreciation of the finer points of 
running a business finally force the small 
mill to abandon the venture with heavy 
debt obligations. These mills that come 
and go have a strong influence on the 
prices of shingles as a whole. 

A small scale industry, the shingle 
industry, can be likened in many re- 
spects to agricultural production. It is 
composed of a large number of small pro- 
ducers who are located away from the 
great centers of population. To supply 
consumers in these large markets re- 
quires additional funds to place the 
goods in the right markets and to edu- 
cate the people to their proper use. The 
shingle industry lacks capital to mer- 
chandise its products properly. Coupled 
with this deficiency, is a tendency to- 
wards overproduction. 


Overproduction 


The number of machines reported by 
the United States Red Cedar Shingle 
Industry, Inc. was, as noted before, ap- 
proximately 891 in October 1938. This 
figure did not include all mills as many 
of the smaller ones failed to report. It 
is safe to assume that some goo machines 
were in operation in 1937. On the basis 
of 40 squares! of shingles cut per 8 hours 
and 300 working days a year, this gives 
a capacity of 10,800,000 squares of 
shingles annually. In 1937 the actual out- 
put was 7,234,478 squares, or about two- 
thirds of single shift capacity. Few 
mills operate throughout the year, but 
on the other hand, many mills run two 
shifts a day. When production is greater 
than the market demand, either the pro- 
duction must be curtailed, or consump- 
tion increased if prices are to be main- 
tained. 

1 A “square” of shingles will cover approximately 100 
sq. ft. of surface if laid 5 inches to the weather. Twenty- 


four inch shingles are packed 3 bunches to a square, 
other lengths are packed 4 bunches per square. 
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MARKETING Factors 


Location and Scope of the Market 


According to “Distribution of Red 
Cedar Shingles” by the Red Cedar 
Shingle Bureau, red cedar shingles are 
distributed to every state in the United 
States, to Alaska, to Honolulu, and to 
Mexico, 89.1 per cent of these shipments 
moving by rail while 8.6 per cent are 
water shipments. Less than 1 per cent 
of the total shipments are exported. 


Geographical Distribution 


An analysis of the red cedar shingle 
market in the United States and by 
major census sub-divisions appears in 
Table I. It is recognized that the data 
here presented are incomplete and ten- 
tative, and contain much estimating. It 
is believed, however, that the general 
relationships shown are essentially cor- 
rect, although precise accuracy is not 
possible. It is also felt that the method 
has some significance, especially as a 
basis for future research by the indus- 
try. 


Total construction according to this 
estimate amounted to nearly a billion 
and a half dollars in 1937 of which some 
$98,400,000 is estimated as the total 
potential value of all roofing materials. 
Of this total between eleven and twelve 
million dollars fall in new residential 
building, less than half a million in new 
non-residential building and the re- 
mainder, some eighty-six million, in 
additions, alterations, and repairs. Red 
cedar shingle shipments made up but 
16.5 per cent of the estimated total 
market for roofing materials. Wide varia- 
tions appear in the different geographi- 
cal districts ranging from as little as 4 
per cent of the market potential in the 
Middle Atlantic and the East South 
Central states to as high as 80 per cent 
in the West North Central regions. 
These data are chiefly significant as in- 
dicating the need for further research 
into the reasons for the wide fluctuations 
shown. More precise data would be help- 
ful and a further breakdown by states 
would give added significance to the 


TABLE I, CompARISON OF PoTENTIAL AND AcTUAL MARKET FoR RED CEDAR SHINGLES 
BY GEOGRAPHICAL DistTRICTS 1937 

















cp Potential | petites Actual | Ratio of Actual 
Building Roofing Materials | ““* “007 Ominste halt weg 
Sani Market? Shipments Market (%) 
New England $ 126,398,821 $ 8,848,000 $ 843,139 9 
Middle Atlantic 490,019,232 34,301,000 1,382,137 4 
East North Central 354,290,103 24,800,000 2,673,250 10 
West North Central 74,061,145 5,184,000 4,178,243 80 
South Atlantic 64,227,932 4,496,000 320,250 7 
East South Central 42,480,432 2,974,000 142,341 4 
West South Central 95,444,262 6,681,000 2,567,576 38 
Mountain 38,478,097 2,693,000 1,520,451 | 56 
Pacific 120,041,055 8 , 403 ,000 2,642,466 31 
Total $1, 405,724,063 $98 , 401 ,000 $16,269,853 16 














1 Bureau of Labor Statistics data for 8 months projected for 12 months. 
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* Estimated at 7 per cent of value of building permits. It is estimated that 7.06 per cent of the total construction 
dollar is absorbed by roofing materials, This average is based on estimates of 2 per cent of the cost of new residences, 
.09 per cent for new non-residential structures, and 25 per cent for additions, alterations, and repairs. 

# Distribution of Red Cedar Shingles—1937, Red Cedar Shingle Bureau. The basic data cover 83 per cent of the 
total. The above figures have been projected to 100 per cent to provide comparability with the estimated potential 
market data. The proportions between districts, however, have been left unchanged. 








— 2 fr A. 











THE JOURNAL OF MARKETING 


161 





data. Some of the variation is undoubt- 
edly due to differences in building habits, 
some to proximity to local substitutes. 


Factors Limiting Market 


The factors limiting the market are 
insurance rates, transportation costs, 
anti-shingle ordinances, dealer attitudes, 
the fire hazard claim, the better financial 
position of competitors compared with 
the shingle industry, the lack of experi- 
enced labor to lay shingles, past experi- 
ences with irregularities in grading, 
higher laying costs, and the prejudices 
in certain sections of the country against 
wood roofing. These attitudes may be 
local with tendencies to change over a 
period of time, but nevertheless are im- 
portant factors which cause distress to 
the shingle industry. 


Demand Factors 


In turning our attention to the de- 
mand factors, it is found that the de- 
mand for shingles depends on construc- 
tion. Building operations are seasonal, 
and thus, the sale of shingles follows this 
seasonal trend. It is stated by the shingle 
people that they could produce for 12 
months out of the year. Since consump- 
tion of their product takes place for only 
9 months, they must either reduce op- 
erations or provide storage facilities for 
some three months output. The problem 
facing the industry is thus twofold— 
that of adjusting continuous production 
to seasonal consumption, and that of 
increasing demand for shingles to absorb 
a larger share of total capacity. 

The big market for shingles is nor- 
mally in residential building. It is inter- 
esting to note at this point the changes 
which have taken place in home build- 
ing. In 1926, 845,000 dwelling units were 
built and five billion dollars were spent 
for all forms of housing, including re- 
pairs. Only 300,000 units were built in 
1937 and expenditures for all types of 


housing, including repairs, was far less 
than half the 1926 total. It is estimated 
by housing authorities that there is a 
deficit below prosperity standards of 2 
million units which has accumulated as 
a result of all the lean years in resi- 
dential construction since the end of the 
prosperity era. This deficit in building 
stands as an indicator of the amount of 
building which should be absorbed in 
our subsequent period of revival. 

The Amendment to the Federal Hous- 
ing Act in the early part of 1938 per- 
mitting lower down payments, an en- 
larged borrowing base, and easier financ- 
ing charges may increase home building, 
but the cost of building materials, the 
cost of labor, low prevailing rents, and 
the general uncertainty as to the prog- 
ress of recovery have retarded somewhat 
new investments in housing. The out- 
look, however, is promising. 

The demand for shingles is limited to 
houses with roofs having a thirty degree 
or more pitch. In regions where the 
climatic conditions are subject to regular 
heavy precipitation, whether in the form 
of rain or snow, the pitch of the roof 
must be steeper than in regions where 
little or no rainfall occurs. This will in- 
crease or decrease the number of roofs 
capable of being roofed with red cedar 
shingles. Residential roofs are the best 
market as industrial roofs are generally 
flat. This means that the chief market is 
large city residential sections, suburban 
districts, small towns, and farm dwell- 
ings. 

The buying motives for roofing vary. 
Some may buy because of the service 
anticipated from the product, others 
will be influenced by the quality of the 
product, the price, style, color, ease of 
laying, and convenience in reshingling. 
Buyers in farm districts may purchase 
because of price, service, style, color, or 
emotional factors. In dealing with these 
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different types of buyers, their buying 
motives and habits must be ferreted out 
and kept clearly in mind. Style and 
color, for example, may mean nothing 
to purchasers who demand as their first 
consideration price and serviceableness. 


Distribution Channels Used 


Middlemen are used almost exclu- 
sively in distributing red cedar shingles 
to consumers. The amount sold direct is 
insignificant in the market as a whole, 
but in the immediate production area 
many of the smaller mills use this 
method as a means of obtaining funds 
for current needs. Many wholesalers are 
located with headquarters in the shingle 
producing area; they sell to other whole- 
salers or to retail dealers. These whole- 
salers have been particularly important 
as channels of distribution for small 
shingle mills which cannot conveniently 
deal with scattered buyers in distant 
markets. Wholesalers located in the East 
deal direct with western wholesalers, 
mills, or groups of mills through their 
selling offices. Commission men or brok- 
ers are selling agents who do not take 
title to the shingles. The mills them- 
selves, so-called wholesalers, or pur- 
chasing agents, sometimes operate in the 
role of commission men. 

Line lumber yard concerns are re- 
tailers that sell to contractors or other 
consumers. They operate a number of 
retail yards often along a single line of 
railway. Their total volume of business 
may be quite large. Local retailers buy 
direct in small quantities, but eastern re- 
tailers’ purchases are larger due to the 
distance from producers and the econ- 
omies of carload freight rates. 

Local contractors, either general 
building contractors or special roofing 
contractors, purchase small quantities of 
shingles from the mills. Other con- 
sumers such as owners of buildings, 


carpenters, and farmers buy direct at 
times, but their purchases generally are 
local and small in volume. 

The method of marketing shingles as 
used by different mills varies greatly. 
Small mills sell largely through the 
western wholesalers and commission 
men. Large mills often sell directly to 
dealers and in many cases employ their 
own salesmen. Sometimes several mills 
will form a selling agency which enables 
financially weak firms to participate in 
the advantages of expert sales manage- 
ment. Large size straight mills and com- 
bination mills are more prone to use 
salesmen while the smaller types use the 
regular channels of distribution. All 
types of mills have consistently made 
some local sales direct to consumers. In 
districts located away from the pro- 
ducing areas the retailers have _per- 
formed this function. 

There seems to be no authoritative 
information concerning the per cent of 
shingles distributed by middlemen type. 
Estimates by individuals connected with 
the red cedar shingle industry range 
close to the following: 


From MILL 
Sales to: 
Own wholesale branches 1.5% 
(resident buyers etc.) 
Industrial users 5% 
(for non-resident buildings) 
Wholesalers and jobbers 75.0% 
Retailers 20.0% 
Consumers 3.0% 





100.0% 
Marketing Functions 


Services performed by wholesalers and 
brokers have remained approximately 
the same over a period of years. They 
contact retailers and obtain orders; a 
quotation is requested from the mills and 
the lowest bidder is permitted to fill the 
order for a small fee. Mills in many 
cases contact the wholesaler or broker 
and the process is reversed. Wholesalers 
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take title to the goods while brokers 
simply bring buyer and seller together. 
Distribution in this manner may tend 
to oversupply the market at intervals as 
those who are compensated by com- 
missions may let the immediate profit 
motive be used to the disadvantage of 
the industry. 

The follow-through-interest of the ma- 
jority of the mills has been very lax in 
the past, but within the last few years 
since the forming of the Red Cedar 
Shingle Bureau and similar organiza- 
tions, there has been a marked improve- 
ment. The very serious problems of no 
advertising and no uniform grading sys- 
tem has been remedied to a remarkable 
degree. As most of the shingles reach the 
market through the wholesale channel 
of distribution, the mills’ interest stops 
at this point. Larger mills capable of 
employing their own salesmen try to 
create good-will with retailers and con- 
sumers. Mills using this method are very 
limited and consequently retailers are 
easily won to the use of competitive 
products by producers who offer dealer 
protection on discounts, dealer adver- 
tising, mats, programs, special selling in- 
struction and promotional ideas. It is 
now the aim of the shingle industry to 
have selective distribution as this 
method protects retailers and creates 
good-will. 


Poor Merchandising 


In supplying the market with shingles, 
the mills have proven themselves to be 
poor merchandisers. The accompanying 
graph showing the relationship between 
number of building permits, prepared 
roofing shipments, and shingle produc- 
tion, reveals the trends since 1922. The 
production of shingles dropped while 
shipments of prepared roofing rose. This 
can be explained in part by the new and 
intensive selling programs put forth by 


the composition roofing people, and 
partly by the fact that the competing 
industry is an expanding one while the 
shingle industry appears to have reached 
its peak. Shingle mills are generally more 
concerned with cash in hand today than 
with building for future sales. 


Prices and Pricing Policies 


A certain degree of uniformity in com- 
missions and discounts exists among the 
wholesalers as a hang-over from the 
N.R.A. days, but the prices for shingles 
are largely determined by shifting fac- 
tors of demand and supply in various 
markets. 

The prices of green shingles are lower 
than those of kiln-dried shingles due to 
the fact that sales are conditioned by 
and largely confined to deliveries near 
the mills or by water for longer dis- 
tances. There is no standard relationship 
between prices charged by shingle mills 
to different classes of buyers. Local 
situations occur where retailers have 
stocked shingles at a good price, only to 
have the same mills from whom they 
bought sell direct to their customers at 
identical prices. No protection is offered 
locally to retailers in situations like this, 
and it is safe to assume that retailers in 
other parts of the country, as well as 
wholesalers, face this same situation, al- 
though to a lesser extent. At present 
there is a flat rate to all retailers whether 
operating single yards, line yards, taking 
less than carload lots, mixed carload 
(part shingles and part lumber), or buy- 
ing several carloads. It is suggested that 
this arrangement tends to favor the 
combination mills which sell both lum- 
ber and shingles as against the straight 
mills, and to favor larger as against 
smaller mills, and that it also tends to 
encourage hand-to-mouth buying. 

The policy of underweights is used in 
rail shipments. The seller quotes an 
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f.o.b. mill price in which the purchaser 
agrees to pay the freight on a maximum 
weight per carload. The mill guarantees 
that the shingles will not weigh more 
than a certain amount for the carload. 
The guaranteed weight is usually so 


purchaser. At times, mills find their sole 
source of profit in these underweights. 

Price cutting is resorted to by finan- 
cially embarrassed mills to obtain im- 
mediate cash and to gain new customers. 
This situation has gone to the point 


Grapu I, Comparison oF Bui_pinc Permits, PREPARED RooFrinG SHIPMENTS, 
AND SHINGLE PRODUCTION, 1922-1937 
InpEx NuMBERS (1922= 100) 
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Original figures for prepared roofing and shingle production from Bureau of Census. 
Building permits from Monthly Labor Review, Oct. 1937. 


fixed that the ordinary mill under normal 
conditions can produce a shingle weigh- 
ing less than the guaranteed maximum. 
Thus when the purchaser comes to 
settle, he finds that the freight charges 
are less than the amount he agreed to 
pay. The difference goes to the mill and 
is included in the final settlement from 


where a large purchasing company has 
been able to obtain discounts lower than 
those obtained by other middlemen; 
prices under such conditions may be so 
low that the wholesaler’s position 1s 
threatened. In general, it may be said 
that the shingle people compete on price 
with their competitors and with them- 
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selves. The policy of prices has been a 
touchy subject as there are so many 
mills with varying costs of production. 

Cooperation through the industries’ 
associations in using branded products 
for the purpose of obtaining uniform 
grades and better prices has had some 
success. It is the industries’ one bright 
spot. Formerly each mill used the mill- 
name printed on the bundle or some 
similar method to distinguish the prod- 
uct. The Red Cedar Shingle Bureau has 
formed the ““Certigrade” brand which 
covers 83 per cent of the industry, and 
another brand known as “Certified” is 
being pushed by a small group of mills. 
The method of tying the market to a 
particular brand appears to be a sound 
marketing policy. These brands are in- 
spected by their respective organizations 
for the purpose of maintaining uniformly 
high quality products and advertising 
the brands to the public. Mills not be- 
longing to either of these two organiza- 
tions use their own individual labels, but 
their number is small as the advantages 
offered by these organizations are readily 
appreciated. 


Competition of Substitutes 


In the pamphlet released July 1937 
by the Bureau of Census entitled ‘“‘Pro- 
duction of Specific Kinds of Roofing 
Materials in the United States,’’ one 
finds the following products listed in 
numerical order of dollar values: asphalt 
shingles, asphalt roll roofing, wood 
shingles, asphalt and tar saturated felt 
roofing, asbestos shingles, clay roofing 
tile, asphalt roofing cement, fibrous 
plastic roof cement, asbestos flexible 
roofing, cement roofing tile, and steel 
sheets. Slate might also be included in 
this list. All of these products offer some 
competition to red cedar shingles, but 
the heaviest competition comes from 
Prepared and composition roofings which 


can be substituted under identical con- 
ditions for red cedar shingles. Asphalt 
shingles, individual and in strips, and 
asbestos shingles come under this head- 
ing. Clay roofing tile, slate and steel 
sheets may be used, but their use is so 
limited that competition of this type is 
not felt to any extent. The other listed 
types of roofing materials are used to a 
large extent on flat roofs or those with a 
slight pitch in which red cedar shingles 
could not compete—as on amusement 
buildings, public garages, office build- 
ings, stores, warehouses, workshops, and 
factories. 

Red cedar shingles’ competing prod- 
ucts in the wooden shingle line are: im- 
ports of Canadian red cedar shingles, 
various shingles of different species of 
cedar located in scattered stands 
throughout the northern part of the 
United States, pine shingles, and cypress 
shingles. The biggest competitor is im- 
ports from Canada; while the”others are 
relatively insignificant since the product 
either does not compare in quality or 
the supply is very limited. 

Canadian imports in 1930 were 30.2 
per cent of domestic production; since 
that time they climbed to the high of 
61.8 per cent in 1935. Competition of 
imports took a good portion of the red 
cedar shingle market. There was first 
rejoicing from the industry as the news 
of the limit on the imports of red cedar 
shingles from Canada to 25 per cent of 
the domestic shipments as a result of the 
1936 trade agreement with Canada. 
Competition from Canada has been re- 
duced by this treaty. It is difficult, at 
this time, to evaluate the influence of 
the new United States’ trade agreements 
with Great Britain and Canada. 

A comparison of wood shingles with 
shipments of prepared roofing (Table II) 
gives some idea of competition between 
these products. These data must be 
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used with caution, however, as they re- 
veal but a part of the whole picture. The 
data are not strictly comparable but 
represent the nearest approach to a 


Taste II. Comparison oF Woop SINGLES WITH 
SHIPMENTS OF PREPARED ROOFING 
(in thousand squares) 











Ratio of 
Prepared Wood Shingle 
Year Roofing Shingle Consumption 
Shipments | Consumption | to Prepared 
Shipments 
1922 30, $02 13,135 42.7% 
1923 30, 503 12,571 41.2% 
1924 32,573 11,752 36.1% 
1925 32,766 12,278 37-57% 
1926 32,040 10,558 33.0% 
1927 33993 10,401 30.6% 
1928 36,537 95445 25.97% 
1929 39,865 9,616 24.1% 
1930 27,874 6,433 23.1% 
1931 22,571 4,576 20.3% 
1932 23,023 4,180 18.2% 




















From Red Cedar Shingles, Report No. 96, page 32. 
United States Tariff Commission. 1935. 


competitive comparison that is readily 
available. Wood shingles, as noted 
above, include other than red cedar 
shingles, although the latter account for 
some go per cent of the total. Similarly 
prepared roofing data include some 
items which are not stricly competitive 
with red cedar shingles. It is believed, 
nevertheless, that the situation revealed 
by these data is of significance to pro- 
ducers of red cedar shingles. Particularly 
noteworthy is the decline of wood 
shingle consumption from 42.7 per cent, 
of prepared roofing shipments in 1922 to 
18.2 per cent in 1932. Even more im- 
pressive is the absolute decline in wood 
shingle consumption from 13,135,000 
squares in 1922 to 9,616,000 squares in 
1929 during a period when prepared 
roofing shipments increased from 30,- 
$02,000 squares to 39,865,000 squares. 
These data indicate that composition 
roofing is a far bigger competitor than 


imports of red cedar shingles from 
Canada. 

Producers of composition roofing use 
more channels in reaching the market 
than do red cedar shingle manufacturers. 
The former utilize wholesalers, jobbers, 
own wholesale branches, retailers, and 
applicators (those that sell and install 
product). In the Census of Business, 
Distribution of Manufacturers Sales of 
Prepared Roofing for 1935, one finds the 
per cent of distributed sales to be: 





Own wholesale branches 49.9% 
Industrial users 8.2% 
Wholesalers and jobbers 33-47% 
Retailers 7.5% 
Household consumers 1.0% 

100.0% 


Practically every conceivable method 
of selling is used to extend the market. 
Anybody and everybody who will carry 
the product, from service stations to re- 
tail dealers, are allowed distribution 
privileges, and rather rigid discounts are 
maintained between the different types 
of middlemen. Liberal margins and 
quantity discounts attract many dealers. 

Before the Federal Housing Act, a 
financial program was carried on which 
enabled home owners to reroof. Monthly 
installment payments as low as five 
dollars were all that was required. This 
idea coupled with guarantees is used ex- 
tensively by retailers to create good-will. 

The prepared roofing manufacturers 
maintain a follow-through-interest in 
their product. National advertising is 
featured; displays, sales training courses 
for dealers, dealer’s aids, signs, cards, 
and mailing material are furnished the 
dealer. Their relatively better financial 
position has enabled them to perform 
these services. All of these factors have 
contributed to the competitive inroads 
which prepared roofing products have 
made on the former red cedar shingle 
market. 
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In drawing up recommendations, only 
general principles will be stressed. De- 
tailed studies should be made of specific 
problems to point towards further im- 
provements. A sound foundation is the 
first requisite. 

A program establishing a joint or co- 
operative selling organization is sug- 
gested as a desirable first step. The 
prime objective of this organization 
would be, of course, to sell red cedar 
shingles to the consuming public. An 
intensive investigation and research pro- 
gram should be initiated to determine 
the best procedure. 

Among the problems needing study 
are advertising, channels of distribution, 
uniform sales practices, how to secure 
dealer good-will, the financial position of 
the industry, seasonal factors, standard- 
ization, and branding. Fluctuating pro- 
duction might be smoothed out through 
the use of contracts between the various 
mills and this central organization. 
A branded product with a quality seal, 
or stamp of approval from some repu- 
table third party, would tie the product 
to the organization and create public 
confidence. Duplication of sales activi- 
ties by the mills could be eliminated, and 
by the use of concentrated interests in 
one organization, new markets could be 
opened up and old ones rejuvenated. 
Improper shingle laying may cause the 
product to give poor service and an un- 
attractive appearance. Research on bet- 
ter methods and publicity of the results 
should be of help on this point. Means 
should be sought to bring the public and 
dealers to a closer relationship. Increas- 
ing sales should lead to greater stability, 


better prices, and more profitable opera- 
tions. 


One obstacle that limits the market 
should be attacked vigorously by re- 
search. This is the common belief in the 
fire hazard of wood shingles which is the 
underlying reason for anti-shingle ordi- 
nances and high fire insurance rates. 
Facts and figures should be accumulated 
through experiments conducted by the 
industry or third parties to prove defi- 
nitely the extent of the fire hazard. Re- 
duction of these factors through research 
in fire-proofing would automatically en- 
large the market area. One or two mills 
could not accomplish this task alone as 
the burden is too great. It should be 
assumed by the industry as a whole. 

A program to promote market re- 
search is advocated. A qualitative analy- 
sis dealing with the nature of the market 
to find out who uses the product, who 
buys it, and why it is bought should be 
made. Information of this type will un- 
fold new uses, and otherwise help extend 
the market. In finding consumer atti- 
tudes, customs and prejudices will be 
revealed that can be broken down or 
altered through advertising. Quantita- 
tive, sales area, dealer, and advertising 
and sales promotional analysis are the 
tools that should be used to uncover 
pertinent facts in the marketing field. 

A foundation built on these recom- 
mendations, working in conjunction 
with the inspection bureaus of today, 
should elevate the red cedar shingie in- 
dustry from a ragged organization to a 
smoother operating industry where sell- 
ing goals and quotas are erected to be 
fulfilled with combined cooperative ef- 
fort; thus bringing greater prosperity, 
profits, and services to employees, em- 
ployers, and the general public. 











BUILDING THE JUNIOR MARKETING 
EXECUTIVE 


GEORGE H. SMITH 
Shell Oil Company, Inc. 


HE SUCCESS of a war-time maneuver 

depends quite as much upon the 
ability of the lieutenants and captains 
who actively direct the troop movement 
as upon the training of the troops them- 
selves or the capacity of the general who 
plans the strategy. The same holds true 
in a marketing offensive to an even 
greater degree because the resources 
available to the managements of com- 
peting companies are usually on a par 
and the general policies of such com- 
panies are not widely divergent. 

During the last decade there has been 
no stone left unturned in training sales- 
men. We have developed systematic 
routing methods, incentive wage systems, 
contests, bonus plans; we have con- 
ducted schools in sales education; de- 
vised “‘canned” sales talks; provided 
elaborate sample cases, portfolios, slide- 
films and projectors, as well as a world 
of other sales tools to gear up the ac- 
complishments of the sales force. But in 
the mad scramble to perfect the rank 
and file of our selling organizations, 
marketing managers have largely over- 
looked the men who hold positions in 
the next highest rank; the junior market- 
ing executives. 

In every major marketing organiza- 
tion, there is a group of these men who, 
whatever their titles may be, have the 
common task of directing and super- 
vising the activities of salesmen and 
other marketing personnel on the firing 
line. Like captains and lieutenants of the 
army, they look to a superior authority 
for the formulation of general policies 
and broad objectives; similarly, too, 
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they are charged with responsibility for 
the proper functioning and progress of a 
small group of workers who lead the 
offensive in a particular sector. Their 
significance in the success or failure of 
an enterprise is tremendous. The dis- 
tributing department of a gigantic in- 
dustry can no more be handled by a 
sales manager and a horde of isolated 
salesmen than a war could be won by 
the Chief of Staff and an army of buck 
privates. Still our junior executives have 
received relatively less managerial atten- 
tion than any other group in marketing. 


A THREE-FOLD NECESSITY 


If the marketing function is to be 
effectively handled there must obviously 


be a smooth and uninterrupted flow of 


authority from its prime source to the 
point of application. Direction and 
stimulation of effort must be judiciously 
applied as close to the firing line as 
possible. Intermediary and direct super- 
vision, therefore, becomes of vital im- 
portance. 

Moreover, since general policies in 
any marketing organization must be 
broad, we find it not only expedient, but 
quite necessary, to provide some individ- 
ual who is capable of interpreting the 
general policy in light of existing cir- 
cumstances and of applying it in the 
most advantageous way to the specific 
problems at hand. 

These are necessities which arise out 
of the desire to amplify immediate sales 
results. A third and more important ob- 
jective, however, is to provide adequate 
training for those who will later assume 











THE JOURNAL OF MARKETING 


169 





the work of major executives. Many 
organizations, otherwise strong and vig- 
orous, are facing a dearth of executive 
material and are continually forced to 
go outside their ranks to obtain men 
capable of discharging major responsi- 
bilities. Had wise managers provided an 
ample proving ground for executive 
ability within ranks of their own em- 
ployees, they would seldom need to be 
concerned over the problem of executive 
material. 


RECRUITING AND REcRUITS; 
THE STAR SALESMAN 


Such a policy, far-sighted enough to 
envision the end from the beginning, 
dictates a rather careful selection of the 
material from which a junior executive 
is to be shaped. It has been common 
practice to choose junior executives from 
among the star salesmen with too little 
consideration for those traits of charac- 
ter and personality so important in the 
make-up of one who must direct the 
productive activity of others. 

Our reasoning has been something like 
this: ““We need an aggressive, capable 
man for district manager. Joe Blow pro- 
duces more sales than any salesman in 
the field; therefore, let us promote good 
old Joe to fill the district manager’s 
shoes.”’ 

Obviously, our syllogism is faulty in 
the accuracy of the premises and illogical 
as to their arrangement. Salesmanship is 
not always a reliable index of executive 
ability and is never a major one; though, 
to be sure, selling experience is a valu- 
able asset for any marketing manager. 

Consequently, in about four cases out 
of five, poor Joe Blow flounders around 
for several years like a fish on dry land 
after which he either begins to learn 
what it’s all about, or failing to learn, 
takes a nose dive into oblivion. In either 
case, during this period of painful ad- 


justment, the company has not only 
failed to receive any benefit from Joe’s 
work, but has probably sacrificed price- 
less values in organization morale among 
the men under Joe’s direction and has 
spoiled a star salesman to boot. 


IMPROVING THE Root Stock 


But if not the star salesman, whom 
shall we select as a junior executive? 
How are we to determine, if we choose 
any salesman, that he has managerial 
ability? At the present, the majority of 
our salesmen are totally untried in 
executive capacities. In many companies 
strenuous efforts have been made to 
relieve the salesman of any duties or 
responsibilities imposed by manage- 
ment. ““A salesman’s task is to SELL,” 
say the majority of our officials. “Let 
us not burden him with a single detail 
which may distract his efforts from pro- 
ducing sales, and more sales.”” We set 
his quotas in terms of units, or gallons, 
or pounds, or even in gross revenue and 
we “turn on the heat”’ to make him pro- 
duce. Small wonder that we find our- 
selves with unbalanced material for 
growing executives. 

If we want strong, healthy root stock 
for this purpose, we must give our field 
men a chance to demonstrate their 
managerial ability. More, we should re- 
quire them to do so, not merely to aid 
us in picking a man for development as 
a junior executive, but for the manifold 
benefits which accrue to any company 
when the pressure for more sales is re- 
placed by an equally firm, but more 
judicious pressure for more net profits. 

I should even go so far as to abolish 
the classification of “Salesman” and 
substitute for it the name, “Territorial 
Manager.” In short, the salesman as we 
know him today, would give place to a 
man whose duties and responsibilities 
in respect to the smallest unit of the 
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marketing organization would be the 
same as those of the junior executives to 
their relatively larger units. 

Of course, the advocacy of such a plan 
pre-supposes a certain degree of care in 
the selection of the Territorial Man- 
agers (salesmen), but I do not believe 
such an assumption is unwarranted. 
Certainly, we have long since realized 
the importance of choosing men who 
are capable of favorably representing the 
company, its policies, and its products to 
the customers in whose eyes they are the 
company. I feel that, by and large, the 
sales representatives of major marketers 
are of such a caliber as to justify their 
treatment as territorial managers and 
that their caliber is constantly being 
raised as management becomes more 
conscious of personal values in markets 
where product competition is keen and 
prices are more or less on a par. 


How Mucu Does It Cost? 


The responsibility for profits will de- 
mand that our territorial manager be- 
comes cost conscious. It would be diffi- 
cult to estimate the millions which have 
been and are being wasted in sales 
effort on projects or customers which 
are rejected or later abandoned because 
of their risk or unprofitableness. In- 
dustry, and particularly marketing or- 
ganizations, is today saddled with an 
insufferable burden of unproductive in- 
vestment which might well have been 
avoided by a more highly developed 
cost-consciousness on the part of the 
eager men at the front. 

To this end, the territorial manager 
must be provided with current figures 
on the cost of doing business in his unit. 
In most large companies, these data are 
available, though not usually supplied 
to salesmen. Moreover, the unit manager 
must be schooled in simple cost analysis 
and straight thinking from an economic 


standpoint. ‘““How much will it cost?” 
will eventually become as important a 
consideration as “How much can we 
deliver?” 

A reasonable latitude of authority 
must also be allowed, the limits of which 
should be clearly defined, but within 
which bounds the territorial manager 
should enjoy entire freedom of action 
and have undivided responsibility. He 
should be free from interference of 
specialized department heads or staff 
officials and subject to direction in his 
work from only one more-experienced 
superior. On the contrary, it should be 
the duty of each service or staff depart- 
ment head to outline for the territorial 
manager the broad policies of the de- 
partment for whose observance he is to 
be responsible; to consult with and ad- 
vise him on any problem which may 
call for specialized knowledge, and to 
hold him wholly accountable for the 
proper functioning of the territorial unit 
with respect to that particular phase of 
operations. 


Wuart Price Errors? 


No doubt the questions will arise: 
What if Joe Blow is remiss in discharging 
wider responsibilities or suppose he errs 
in wielding increased authority—what 
then? Who will indemnify management 
for the damage done to good-will, sales 
and profits under the circumstances? 

I can most effectively allay these 
doubts by parrying with a few more 
questions: After all, who absorbs the 
shock when a major policy, rigidly ap- 
plied, backfires on the company? Can a 
remote management deal effectively 
with variations between local markets 
and rapid fluctuation in marketing con- 
ditions? Is the error in judgment of a 
territorial manager (salesman) likely to 
cause as much grief as a similar error 
made by a junior executive? Will not a 
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man with the right stuff in him produce 
more under a loose rein than under a 
curb bit? 

To be sure errors in judgment are 
inevitable—none of us is infallible. Our 
aim is to reduce their frequency and 
disastrous effects, and why not com- 
mence this work as far down in the scale 
as possible? I’d rather cure Joe Blow of 
tactical errors while he’s a salesman 
than wait until he’s a District Manager 
to discover that he makes them! If I 
can’t cure him, I can fire him or change 
his work then, much more conveniently 
than later on. Finally, I'll gamble any 
day on writing off the expense of Joe’s 
errors with the extra margin of profit- 
conscious effort he'll give me when I 
expect him to use his brain instead of 
shadow-boxing with rules and regula- 
tions. 

I recall a case where one of our sales- 
men took it upon himself to deliver a 
small bill of goods on open account to a 
new customer whose credit responsi- 
bility proved worthless. That was wrong 
and he knew it. As a result, he was se- 
verely reprimanded and cautioned never 
again to depart from strict company 
policy. Several months later he was 
called upon by one of the firm’s best 
customers to replace certain merchan- 
dise which, due to an error, had been 
furnished in a grade different from the 
one specified in the customer’s order. 
By the time he had secured Division 
Office approval of the replacement, as 
required by his instructions, our com- 
pany had lost both the order and the 
customer; losses, by the way, which far 
overshadowed the small expense we 
were put to in collecting for the un- 
authorized credit delivery. 


A Tovucu Jos, put WortH WHILE 


I concede the difficulty in developing 
every salesman into a completely effec- 


tive territorial manager. In many cases 
the results may be far from satisfactory; 
in a few instances there may be little 
favorable response and in some the task 
may seem impossible. But, after all, one 
of our three objectives is to stratify the 
available candidates as to “good, better 
and best’”’ with respect to their capa- 
bilities for executive responsibility. It is 
not presumed or contemplated that all 
can be relied upon to develop with equal 
rapidity or to the same degree of pro- 
ficiency. Certainly though, if we have 
succeeded only to a reasonable degree 
in augmenting the worth of these men 
to the company, if they have become 
capable of producing greater profits, our 
efforts will have been justified. In such 
cases, even though advancement to the 
junior executive rank may not be 
feasible, it will usually be found possible 
to content the man with increased re- 
muneration—his share of the additional 
profits which his more intelligent effort 
has earned. 

If a salesman fails altogether to re- 
spond to training for management, you 
may be sure that his possibilities for ad- 
vancement in your organization are rela- 
tively few and that, failing to advance, 
his productivity as a salesman is likely 
to suffer. Where sales ability is out- 
standing but general business ability, 
poor, it is often possible to use the in- 
dividual as a specialty salesman with 
good advantage to the company and to 
the employee; or, perhaps with equal 
success, to place the man in a metro- 
politan sales territory or district office 
point where pure sales aptitude is at a 
premium and managerial ability rela- 
tively less important. Such a course will 
usually prevent the feeling of stagnation 
and lowering of morale which might 
otherwise lead to dismissal. 

Having exposed our raw material to 
the most rudimentary demands of man- 
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agement, we have an excellent oppor- 
tunity to choose only the best men for 
more responsible executive positions, 
men who have already demonstrated in 
a small way that they possess those 
basic qualities of mind and personality 
necessary to success in broader fields. 
Thus we have simplified immeasurably 
our problem as to the choice of leader- 
ship candidates. We reasonably can ex- 
pect a greater degree of success in the 
next bracket of executive development 
because we have sounder stuff with 
which to work. 


PITFALLS OF PERSONNEL 


Assuming, then, that Joe Blow is 
qualified for a job as junior executive, 
having dealt successfully with the small 
problems of the territorial manager and 
with the handful of men who looked to 
him for guidance, what then? He now 
faces, in his new capacity, a much larger 
and more complicated task particularly 
in the field of humanics or personnel 
relationships; not so much because he 
has more men under his authority as for 
the reason that he must now command 
the respect and following of men whose 
capabilities are more nearly on a par 
with his own. He has just been raised a 
notch in title and on the payroll, but 
there will be those whose own personal 
ambition has been dealt a serious blow 
by their failure to receive that same 
preferment for themselves. It is a diffi- 
cult thing to supplant jealousy with 
loyalty. 

The business problems of the knottier 
type which Joe Blow has formerly passed 
on to his boss for solution, he must now 
solve for himself and he must, in addi- 
tion, be able to aid in solving his men’s 
problems. His territory is extended so 
that he must learn new customers, ac- 
custom himself to a variety of different 
conditions and peculiarities, make better 


use of his time and energy, plan his work 
more effectively; above all, how to in- 
spire these men with confidence in his 
ability and judgment? How to stimulate 
them to greater and more productive 
effort? How to deal with the recalcitrant 
and the taciturn? How to handle the 
sycophants? How to point out mistakes 
without arousing personal animosity? 
How to encourage without showing 
favoritism? How to be firm without 
being hot-headed? How? How? How?— 
a thousand personnel problems im- 
mediately clamoring for answer! 

Poor Joe Blow is marooned in a leaky 
canoe on a stormy sea, teeming with 
sharks. But seldom does anyone come 
to his aid! 


LirE PRESERVERS 


The point is, much could be done if 
some of us would only do it. Unfortu- 
nately, the need for assistance has 
scarcely dawned on the executive con- 
sciousness, largely, I think, because the 
major executives have been too much 
engrossed with personnel problems of 
their own. But let us take stock of at 
least a few of the life preservers which 
can be used to keep Joe Blow afloat. 

First of all, there must be a clear 
understanding that Joe Blow’s promo- 
tion was a square deal. It’s up to Joe’s 
boss to see that every man understands 
why Joe was selected to supervise him. 
Joe’s qualifications for the job should be 
impressed upon each of them at the time 
or prior to the time Joe’s advancement 
is announced. This should be done 
personally, if possible, but at any rate 
by individually addressed letters—not 
by a formal announcement bulletin. 
There should be no attempt to set Joe 
up as a paragon, but Joe’s men should 
be honestly convinced that he is ca- 
pable, level-headed, and worthy of their 
loyalty and respect. Particularly is this 
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step necessary where the newly raised 
junior executive is unknown to the 
group he is to direct. 

The second obligation of management 
with respect to Joe Blow is to establish 
a definite understanding that as long as 
Joe is boss, the wholehearted support of 
each man will be required and expected 
for the new superior. And this demand 
should be enforced with military exac- 
tion. Any case of insubordination should 
be promptly and effectively handled. 

In short, we must do more for Joe 
Blow than announcing his promotion 
and introducing the new boss to the 
men. We owe it to him, ourselves, and 
good management to insure his getting 
started on the right foot and, if this 
primary phase is capably handled, it 
will do much to eliminate the heat of 
personal friction which always accom- 
panies a change in supervisory personnel 
and inevitably retards progress. 


A1ps To AMBITION 


Now if Joe Blow were a genius, burn- 
ing with a thirst for wisdom and stirred 
by ambition for success in managing 
men and events, there would be little 
left to do. Unfortunately, there are not 
enough geniuses to go around and al- 
though Joe may be made of good stuff, 
the lack of leisure and the bewilderment 
of his new job make it an even bet that 
his ambition to master his assignment 
will cool rather quickly or at best be- 
come dormant for a considerable period. 
Hence the need for outside stimuli not 
merely made available to him, but 
thrust upon him by management. 

The proper introduction mentioned 
above has only served to oil the troubled 
waters. Joe Blow must be taught to patch 
up his boat and above all, he must /earn 
to set sail! Experience is too dear a 
teacher for Joe to employ her as his sole 
tutor. Her lessons are too slow, painful 


and expensive; whereas, at this stage, 
there is every need for haste and econ- 
omy. Fortunately, management has at 
its command many effective, but usually 
unremembered means of handling the 
tutorial problem. 


THE ScIENTIFIC APPROACH 


Perhaps the readiest aid is to be found 
in the study of personnel and manage- 
ment principles as available in the 
wealth of excellent literature on these 
subjects. Any modern library will afford 
a dozen works on these important topics, 
and although some oldsters will scoff at 
the idea, the young executive will find it 
eminently worth while to study them. He 
will find in these pages the condensed 
experience of business tycoons in whose 
wisdom his own sprouting genius can 
find food and strength. Problems are 
posed with which he is sure to meet 
sooner or later and the interplay of his 
own ideas with those offered will es- 
tablish the sound approach to executive 
problems which so much simplifies the 
art of management. 

Trade publications and other periodi- 
cals dealing with the general problems of 
marketing and management are another 
very helpful source of knowledge. Every 
company of such magnitude as to make 
use of junior marketing executives at all 
should vigorously sponsor or even re- 
quire systematic study of such worth- 
while collateral literature. 

One Marketing Manager of my ac- 
quaintance has used a very clever means 
to interest his junior executives in out- 
side reading. The same method is being 
employed to an ever-increasing extent 
in our leading universities for teaching 
business principles. 


THE Case SYSTEM 


Realizing that collateral reading can 
be of greatest value only if the ideas 
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presented are personally applied by the 
reader, the case system sets up an actual 
or imaginary management problem, the 
optimum solution to which can be had 
by using the material gleaned from a 
reading assignment. To fit this study 
method to business usage is relatively 
easy. Personnel and management prob- 
lems confronted in every territory are 
“written up” for the head office and from 
this material are selected those which 
call for application of broad principles 
of management in their solution. These 
““cases”’ are circulated semi-monthly to 
the junior executives together with a 
list of suggested readings on topics per- 
tinent to the case. Each man is required 
to submit his suggested solution of the 
case problem within ten days from its 
receipt. At a later date, these cases are 
brought up in group meetings for con- 
ference discussion as to the best possible 
solution. 

Thus the young executive is forced, 
but not unpleasantly, to acquire a modi- 
cum of judgment and experience very 
early in his career and without suffering 
the costly penalties of real-life mistakes. 
Again, too, we have emphasized the 
methodical approach to management 
problems and have a pretty fair indica- 
tion of how each man will handle him- 
self; how deeply he analyzes, how clearly 
he thinks, how constructively he applies 
what he has learned. 

Many junior executives are head- 
quartered in cities or towns where ex- 
cellent night school courses are offered 
in management subjects, personality de- 
velopment, psychology, merchandising, 
and the like. Major executives should 
never fail to urge their younger proto- 
types to take advantage of such oppor- 
tunities. If such courses are successfully 
completed, there should be prompt and, 
if possible, substantial recognition. 

These are only a few of the more ob- 


vious aids to ambition. Many others will 
suggest themselves to the alert market- 
ing manager. But, again, let me em- 
phasize the necessity for outside stimu- 
lation. We simply cannot afford to leave 
everything to personal ambition or 
initiative unless we make up our minds 
to be satisfied with mediocre subordinate 
executives. 


Tue “Bic SHor’”’ 


A very wise business man once told 
me that he’d found few men who could 
stand promotion; that, often as not, 
promotion spoiled a normally effective 
worker by the assumption of what he 
called the “Big Shot” attitude. I suppose 
this to be the perfectly natural outcome 
of an accession to authority, but there 
is no more damaging boomerang in the 
entire field of management than the in- 
judicious wielding of authority for the 
glorification of self and the humiliation 
of a subordinate. 

In many ways does this “Big Shot” 
complex manifest itself: Lack of concern 
for a subordinate’s time, adopting a 
paternalistic attitude towards him, ig- 
noring his ideas or opinions, assigning 
him to “‘office-boy” jobs, neglecting to 
consult him on matters in which he has 
an interest—these are abrasives that 
grate on the personalities and destroy 
the loyalties of subordinates to an ex- 
tent beyond repair. 

It is almost axiomatic that an execu- 
tive in modern business can rise only as 
high and as rapidly as his subordinates 
will push him. A postulate of this axiom 
is an executive whose subordinates give 
only reluctant allegiance and_half- 
hearted support is foredoomed to failure. 
There is nothing quite as subtle or as 
difficult of detection as an undercurrent 
of personal ill-feeling between the di- 
rector and the directed, effectively 
masked as it inevitably is by an outward 
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show of loyalty. Accordingly, Joe Blow 
must be shown by precept, example and 
tutelage that his attitude towards his 
men must be one of fairness and co- 
operation from the start. 

Joe Blow must know that the manage- 
ment views any and all the accomplish- 
ments of his men as a tribute to his own 
success and that it is wholly unnecessary 
for him to “build up” his importance by 
sublimating the identity and effective- 
ness of his subordinates. Conversely, he 
must realize that responsibility for the 
failure of any man under his jurisdiction 
to function properly rests upon him, and 
him alone. Thorough comprehension of 
this principle will go far towards elimi- 
nating the weak but natural tendency 
on the part of the new junior executive to 
assume for himself the credit for all prog- 
ress and to relieve himself of the burden 
for errors, stagnation or retrogression by 
passing the blame to a subordinate. 

Failure to observe this premise in- 
evitably results in destruction of morale 
in the men on the firing line. It is im- 
possible to conceal from them the true 
state of affairs and nothing engenders 
greater ill-feeling than the usurpation of 
their rightful credit for personal achieve- 
ments. This is what most self-respecting 
men live by. 

Boiled down to the essentials, the 
junior executive must learn to develop 
an aptitude for vicariousness in all deal- 
ings with his men. There is no substitute 
and this is the cornerstone of leadership. 


Urtitity Versus FurIitiry 


But before we tackle the all important 
question of leadership, there is another 
subject that needs a word or two. It is 
discrimination. Upon promotion from 
the territory to a supervisory position, 
the young executive transfers from a job 
requiring intimate attention to detail to 
one in which he must necessarily strike 


a careful balance between the major 
problems and the details which clamor 
for his time. The transition between 
these two jobs and from one point of 
view to another is not easily made and, 
more often than not, Joe Blow fails to 
raise his sights and goes on puttering 
with insignificant details while major 
problems remain unsolved. Here again 
Joe needs the firm guidance of a more 
practiced hand. 

There must be a clear perception of 
major objective and a workable plan of 
procedure towards each of them. In 
striving towards these objectives, the 
young executive should be concerned 
with the mile posts and not with each 
revolution of the wheels. 

To this end, he must acquire the art 
of delegating authority and fixing re- 
sponsibility; or, to put it in a simpler 
statement, he must learn to make the 
most effective use of the men under his 
direction by assigning each of them to 
a stated task, clothing each with au- 
thority sufficient for its accomplishment 
and requiring a strict accountability for 
progress. 

Again, he must differentiate in all 
that he undertakes between utility and 
futility. Many undertakings may be 
useful to a degree and yet prove costly 
beyond all benefits derived; plans may 
be devised with such elaborateness that 
a single unanticipated circumstance may 
call for their complete revision; business 
statistics may be accumulated beyond 
all reasonable application and _ inter- 
pretation; market studies may be al- 
lowed to consume so much time that 
marketing itself goes begging. 

If he has not already learned it, Joe 
Blow must be impressed with the su- 
preme value of time. We need more 
misers and less spendthrifts of this im- 
portant commodity. Other things being 
equal, his success as a junior executive 
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and his progress to higher ranks will 
depend upon his thrifty use of every 
hour. We can talk and write on this 
subject until doomsday, but until and 
unless major executives take an active 
personal interest to insure the ultimate 
in conservation of time on the part of 
their neophytes, management will con- 
tinue to receive short measure in results 
achieved. 


DEMAND OF LEADERSHIP 


But leadership involves more than 
conservation of time, practicing golden 
rule principles, and acquiring a working 
knowledge of management science. It 
calls for personal ability and forceful- 
ness. The very term, /eadership, implies 
being out in front of the mass—pioneer- 
ing new and better ways of doing things, 
demonstrating a resourcefulness equal 
to all emergencies. Elevating a man to a 
position of authority doesn’t make him 
a leader. The natural, primitive laws of 
leadership apply with as much force in 
the world of business as in the Indian 
tribe or the buffalo herd. Men will not 
follow a weakling! 

When Joe Blow, salesman, becomes 
Mr. Blow, district manager, he must be 
capable not merely of setting up objec- 
tives, but of pointing the way to their 
accomplishment. And Joe can’t dis- 
charge this obligation by cooling his 
heels under an office desk or by dictating 
“pep” bulletins to his men. He must get 
out and demonstrate that the job can be 
done; rub elbows with the men who are 
assigned to do it, and inspire them with 
the courage to take hold. He must un- 
consciously exact of himself the same 
or greater devotion to the task than he 
requires of his men. 

I wouldn’t tell you that to be a leader 
Joe Blow must be able to out-sell his 
best salesman, or out-figure his chief 
accountant or be “tops” in any one of 


the activities he directs. I do affirm, 
though, that his knowledge of each 
phase must be broad enough for him to 
comprehend their major problems and 
to deal with them in a positive, fearless 
manner; that he must be able to accu- 
rately evaluate the contributions of each 
employee or department to the success- 
ful functioning of the entire organiza- 
tion. 


FaILuRES CHART THE FUTURE 


And don’t think for a minute that 
such aptitude is a gift from on high. 
There aren’t enough executive geniuses 
to go around and the odds are heavily 
against finding a man who can acquire 
these characteristics without conscious 
effort and studious application. We are 
too prone to allow junior executives to 

“barge in” on their tasks willy nilly. If 
they succeed in an objective, compli- 
ments are in order; if they fail, there is 
seldom a post mortem to inquire ac- 
curately into the cause of the failure. 
We merely chalk up the event on one 
side of Joe Blow’s ledger or the other and 
strike a balance once in so often to 
determine whether Joe is a going concern 
or a personal bankrupt. 

Experience, it is true, finds more food 
for growth in the fields of failure than 
in those of success, PROVIDED and 
only if each factor which contributed to 
a down-fall is hoisted up as a danger 
signal for future campaigns. And yet 
in the field of marketing, I have seen 
some executives employ, time and time 
again, the same tactics which have pre- 
viously led to certain defeat, without 
ever seeming to realize that they were 
doing so. I wonder why this is permitted. 

Mainly, I think, because the men 
higher up do not appreciate that their 
own success has been due to an uncon- 
scious building on mistakes of the past, 
and that all their junior executives have 
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not learned to do likewise. They must 
be taught! And how? 

Largely, in my opinion, by demanding 
a careful analysis of each failure. In 
manufacturing plants, every flaw in a 
finished part is subjected to the keenest 
scrutiny and analysis. “WHY?” is the 
question that must be answered. In 
marketing, however, we accept failures 
with a stoicism worthy of Zeno and rely 
largely on the grace of God and good 
luck for our success. This attitude is 
“getting us nowhere fast.” Errors and 
failures in marketing problems are just 
as susceptible of analysis as flaws in a 
fabricated structure or a machine part; 
too, their analysis yields results just as 
indicative of the remedies which should 
be applied. But we do not look for 
them! 


ANALYZING “‘BoNERS”’ 


If one of Joe Blow’s best customers 
decides to forsake the fold and buy a 
competitive product, maybe Joe does 
have to answer a few questions, but how 
deeply does he go? His answers are 
usually the obvious ones: a price con- 
cession by the competitor, reciprocal 
business, credit difficulties, political or 
fraternal influences, or any one of nu- 
merous plausible excuses that may rea- 
sonably be assigned as the immediate 
cause. But to accept such a superficial 
excuse is no better than to say that a 
bearing failure was caused by excessive 
friction. 

The “WHY?” must dig under the 
skin. After all, price is only one point in 
a sales argument. Complaints, promptly 


and judiciously handled, are usually the 
means of increasing a customer’s loyalty. 
Reciprocity is a little more vicious, but 
is not an insurmountable obstacle in 
selling. Friendship and social influences 
are as available to Joe Blow and his men 
as they are to his competitors. And so 
with the other superficial reasons—they 
must be broken down to basic causes 
and these fundamentals carefully stud- 
ied to determine where the real fault lies. 
Then every precaution must be taken 
to eliminate that fault in subsequent 
dealings. Herein lies the development of 
judgment and experience. 


FINAL OBSERVATION 


In all these phases and more, it lies 
within the power of responsible manage- 
ment to insure the healthy growth of its 
younger executives. To neglect this stage 
in the education of the men destined to 
become the generals of our marketing 
activities; or for management to ignore, 
as they now do, the present needs of 
this class, is certainly to overlook a grave 
responsibility. If major executives are 
derelict in this duty, they have failed 
their stockholders, their subordinates 
and themselves. 

On the contrary, by fostering in men 
of the junior executive rank a keen 
appreciation of sound business relation- 
ships, firmness of purpose, alert minds 
capable of careful analysis and straight 
thinking, an ability to organize each 
experience into mature judgment,—then 
will management fulfill its highest obli- 
gations and will surely reap its richest 
benefits. 
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A. RESEARCH IN UNIVERSITIES 
University of Arizona 


“A Method of Delineating Retail Trade 
Zones” by Dr. Austin S. Bratcher was re- 
leased last July. This study presents a new 
approach to the establishment of retail trad- 
ing areas based on a tabulation of out-of- 
town bank checks in Salina, Kansas. It is 
not presented as a finished technique to 
replace all present methods, but as a simple, 
non-technical, reasonably accurate, and in- 
expensive procedure for determining the 
geographical area or influence of a trade 
center and the extent of the zone served 
by different types of outlets. Part of the 
material included had appeared in THE 
JOURNAL OF MARKETING, but is now brought 
together into a unified treatment for the 
convenience of those who wish to apply the 
method to the solution of the problem of 
trade zone delineation. 


University of Chattanooga 


Two memoranda on “The Consumer In- 
stallment Debt Problem” and “The Small 
Loan Companies and the Problem of Co- 
operation for Credit Control” have been 
prepared by Professor Clyde William Phelps 
for submission to the Boards of Directors 
of the National Retail Credit Association 
and the Associated Credit Bureaus of Amer- 
ica for study in connection with the attempt 
to formulate some workable plan for the 
control of consumer debt. 

A second edition, revised, of Professor 
Phelps’ monograph “A Controlled Credit 
Policy” was published in July by the House- 
hold Finance Company, Chicago. 


University of Chicago 


A doctoral dissertation by Maurice W. Lee 
on ‘“‘Anti-Chain-Store Tax Legislation” will 
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be published in the near future by the Uni- 
versity of Chicago Press as a monograph in 
the Studies in Business Administration 
series. 

Another dissertation to be published as a 
monograph in this series is that on ““Drawing 
Power of Ninety Cities for Retail Trade” by 
John A. Pfanner, Jr. 

Other doctoral dissertations in progress 
are “Economic Organization, Competitive 
Status, and Relative Importance of the 
Quick-Frozen Foods Industry” by Jean- 
nette M. Amidon, and “Recent Trends in 
the Consumption of Textile Fibers with 
Special Reference to Cotton” by Cyril 
O’Donnell. 

Among the research projects now in 
process of preparation by the School of 
Business staff are: ““Market Facilities and 
Terminal Transportation of Fresh Fruits 
and Vegetables in the Chicago Wholesale 
Market” by Edward A. Duddy and David 
A. Revzan; “Study of the Relationships 
between Advertising and Sales of Depart- 
ment Stores” by George H. Brown and 
Frank A. Mancina; and ““Toward a More 
Rational Allocation of Pharmaceutical Ad- 
vertising Appropriations between Direct 
Mail and Other Media” by George H. 
Brown and John E. Jeuck. 


Colgate University 


A study of retail food prices in both chain 
and independent supermarkets and corpo- 
rate food chains in the cities of Syracuse and 
Utica, New York has been completed by 
Professor Charles F. Phillips. The results 
of the study are being presented as an article 
in the October issue of the Journal of Busi- 
ness of the University of Chicago. 


Cornell University 


There are in progress three major studies 
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on apples. These are (a) a study of the distri- 
bution of the New York apple crop, includ- 
ing the various agencies involved in its 
handling from producer to consumer. This 
study has been in progress for a year and 
data obtained are being analyzed. (b) A 
study of consumer demand for apples in 
upstate urban areas. (c) A study of causes 
of change in apple prices. 


University of Illinois 
Dr. R. C. Ashby is engaged in the study 


of reactions of retail meat trade and con- 
sumers to the Federal grade-stamped beef. 
Surveys of retailers reactions have been 
made in Chicago and several downstate 
cities, and currently a survey of consumers’ 
reactions is being made in the city of De- 
catur, Illinois. 

Dr. R. W. Bartlett is continuing his 
studies into the factors affecting the con- 
sumption of fluid milk, with special emphasis 
on methods of retailing which involve reduc- 
ing service and cost to consumers. During 
the past year such methods have been put 
into use to a greater extent than formerly 
in the principal markets for Illinois milk— 
namely, Chicago and St. Louis. Doctor Bart- 
lett is also making an analysis of the effect 
of the “‘closed base” and the milk production 
of individual producers of the Chicago milk 
area. These data will be of special interest in 
connection with the development of a basis 
for the Federal regulation of milk prices in 
that market. 

Dr. L. J. Norton is continuing his studies 
regarding the movement of grain on the 
Illinois and Mississippi Rivers and its effect 
upon the organization of grain markets in 
the state. He is also studying the growth 
of long-range trucking of grain into ter- 
minal markets. Studies into the business 
problems of country elevators are also being 
continued. 

Mr. L. H. Simerl has just completed a 
study of the competitive position of soybean 
oil meal. 

Dr. J. W. Loyd has just published a bul- 
letin reviewing the experiments made under 
his direction in connection with the advan- 
tages of utilization of ventilated packages in 





the shipment of Illinois peaches. This bul- 
letin is the last in a long series which has 
dealt with various aspects of refrigeration 
of peaches in transit. 

Mr. V. A. Ekstrom is making a survey of 
production trends based upon age and vital- 
ity of trees for apples and peaches in South- 
ern Illinois, as well as the various trends in 
marketing peaches and early apples in that 
area. 


University of Kentucky 


As a practical project for students in a 
new course in Market Analysis, a survey was 
made on a sampling basis of the student 
market at the University. Although the 
data are primarily of local value some of 
the information, particularly that on brand 
preferences may have broader application. 
No formal report has yet been prepared but 
Professors Moore and McIntyre plan to 
present the results in a short paper or article 
in the near future. 


The Ohio State University 


C. S. Logsdon, Assistant Professor, Mar- 
keting, Michigan State College, East Lan- 
sing, Michigan, on leave of absence at the 
Ohio State University, during the past year, 
is proceeding with his work for a Ph.D. 
degree and is now making a special study of 
“The Impact of Interstate Trade Barriers 
upon the Marketing System,” which is in 
an advanced stage of development. 

Edmund B. O’Leary, Professor of Eco- 
nomics and Business Administration, Uni- 
versity of Dayton, Dayton, Ohio, who 
received his Ph.D. degree from Ohio State 
University in June 1939, has completed a 
study of “Cooperative Wholesaling, with 
Special Reference to the White Villa Grocers, 
Inc.”. It is largely a case study of retailer- 
owned cooperatives with a critical analysis 
of internal operations, supplemented by an 
original investigation of members’ attitudes 
toward such a cooperative. 

Homer W. Widener, Assistant Professor, 
University of Buffalo, Buffalo, New York, 
has been working for some time on a study 
of “Consumption Theories and Expenditure 
Patterns.”” Emphasis is being placed on the 
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marketing implications growing out of the 
expenditure patterns as they now exist and 
from the changes noted during the past gen- 
eration. 

Reid Roller, Assistant at the Ohio State 
University, is now making a survey of Credit 
Office Expenses under the direction of Theo- 
dore N. Beckman and in cooperation with 
the Bureau of Business Research of the Ohio 
State University. It is a study of credit 
department expenses of women’s ready- 
to-wear stores and of department stores 
throughout the State of Ohio. This study 
will, for the first time, reveal accurate data 
on this subject. 

Ralph G. Harshman, Dean of the College 
of Commerce, Bowling Green State Univer- 
sity recently completed a dissertation en- 
titled “A Critical Consideration of Sales 
Training Programs and Practices.” This 
treatise consists largely of first-hand infor- 
mation collected by the author. Mr. Harsh- 
man received his Ph.D. degree in March, 
1939 from the Ohio State University.: 

E. G. Rasmussen, Assistant Professor of 
Business Administration, Vanderbilt Uni- 
versity, Nashville, Tennessee, received his 
Ph.D. degree from the Ohio State University 
in March 1939 and has completed a dis- 
sertation entitled ‘““Nashville, Tennessee as 
a Wholesale Trade Center.”” Much of the 
information contained in this dissertation 
was based upon an analysis of records of 
wholesale concerns located in Nashville by 
means of which the destination of the mer- 
chandise shipments was traced over a period 
of time. It represents a somewhat different 
approach to the study of wholesale trade 
areas from those previously made. 


The University of Texas 


Miss Stella Traweek, of the School of 
Business Administration, has completed a 
study entitled ‘““The Production and Mar- 
keting of Mohair in Texas.” The study 
covers rather extensively the history, mar- 
keting problems, and the marketing mecha- 
nism of theindustry,and endeavors to correct 
certain errors with respect to the marketing 
of mohair that appear in the literature of the 
subject. This study was submitted as a 


thesis in the Graduate School of the Univer- 
sity of Texas, and is available in the Uni- 
versity library. 


B. ReEsEARCH IN GOVERNMENT BuREAUS 
Agricultural Marketing Service 


Organization. With the opening of the 
new fiscal year, July 1, the final step was 
taken in the establishment of the Agri- 
cultural Marketing Service. The organiza- 
tion of the Service was first announced 
October 6, 1938, by Secretary of Agriculture 
Wallace as one of the major changes to be 
made in the structure of the Department in 
order to expedite its services to the public. 

The Agricultural Marketing Service is a 
service and regulatory agency concerned 
with the various phases of marketing farm 
products. Its activities fall within five broad 
categories: (1) the collection and dissemina- 
tion of crop and livestock production statis- 
tics; (2) the gathering and reporting of 
current market information from terminal 
markets, shipping points, and producing 
sections; (3) standardization and inspection 
to provide a common language in merchan- 
dising and a uniform system for measuring 
gradations in quality of farm and food 
products; (4) research and demonstration 
in standardization, grading, preparation for 
market, handling, and other related phases 
of marketing; and (5) the administration of 
“rules of fair play’’ in the merchandising of 
farm commodities. These services are new 
in name only. Most of the work dates back 
20 years or more. Federal crop and livestock 
reporting celebrated its 75th birthday in 
1938. The activities involve the administra- 
tion of 17 specific laws. 

Chief of the new agency is C. W. Kitchen, 
formerly assistant chief of the Bureau of 
Agricultural Economics. He has been identi- 
fied with the marketing research, service and 
regulatory work of the Department of Agri- 
culture for nearly 25 years. 


“Marketing Activities,” established in 


March 1921 as a weekly, made its appear- 
ance as a monthly in July. Designed to 
keep marketing men and the public informed 
as to “current service, technical, and related 
projects in the field of marketing,” 


the an- 
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alytical articles deal with all the various 
phases of marketing. 

Livestock. Beef is now being graded and 
wholesale market prices quoted in accord- 
ance with the revised standards for beef re- 
cently adopted. The revised standards, 
designed primarily for the benefit of con- 
sumers, differ principally in that beef cus- 
tomarily sold at retail is now graded on a 
single standard. This enables consumers who 
may know very little about beef to make 
their selections on the basis of the quality 
grade name stamped on the beef. 

Release of a weekly report disclosing 
slaughter of livestock under Federal inspection 
at 28 centers which in 1938 handled from 71 
to 82 per cent, according to species, of the 
total Federally inspected slaughter in the 
United States, was inaugurated in July. 
Released on Mondays from livestock, meat 
and wool market news offices, the report 
provides a timely and valuable index of the 
Federally inspected slaughter of the country 
as a whole and supplements the monthly 
report showing the total slaughter under 
Federal inspection. 

Arrangements are being compieted to open 
a livestock marketing reporting office at the 
Peoria (Ill.) Union Stockyards bringing the 
total number of public livestock markets 
reported by the Service up to 29. On the 
basis of its 1938 receipts, Peoria ranked 10th 
as a hog market among the public livestock 
markets of the country. 

Fruits and Vegetables. Revised grading 
standards have been issued recently for 
grapes (European type), table, juice, and 
sawdust pack; cauliflower; onions (northern 
grown); peanuts (shelled white Spanish and 
shelled Runner); and pears. Revised grading 
standards are in preparation for California 
oranges, and Florida and Texas citrus fruits. 
Standards for shelled and unshelled English 
walnuts, which will be issued for the first 
time are nearly completed. 

A bulletin on ‘Marketing Commercial 
Lettuce,” to be available soon, includes a 
description of harvesting, grading, packing, 
and shipping methods and a discussion of 
price-making factors which should prove 
useful to handlers of lettuce. 


A circular letter was mailed July 10 to 
consumers, packers, brokers, and distribu- 
tors of canned tomatoes asking for comments 
and suggestions in connection with the Pro- 
posed Revision of U. S. Standards for Grades 
of Canned Tomatoes as released on that 
date. 

The fruit and vegetable market news office 
at New Orleans, Louisiana, closed for the 
past year, was reopened in early September. 
A fruit and vegetable regulatory office was 
opened September 15 at Portland, Oregon. 
Investigations from this office cover opera- 
tions under the Perishable Agricultural Com- 
modities Act, the Produce Agency Act, and 
the Standard Container Acts in the States of 
Washington, Oregon, Idaho, Utah, Nevada, 
and Northern California. 

Dairy Products. Because of the effect of 
increased or decreased consumption of milk 
upon dairy product prices, dairy interests 
have long needed definite and immediate 
information on changes in city consumption. 
To meet the general need, a special effort 
is being made by the Agricultural Marketing 
Service to obtain adequate figures on city 
milk consumption. To make records for the 
various cities more readily comparable, plans 
are being made to work with health authori- 
ties and other agencies in developing suitable 
and uniform forms and methods of pro- 
cedure. These forms also will make possible 
direct comparisons with 1940 Census enu- 
merations and data on population. 

A weekly survey of the production of 
creamery butter, authorized by a special 
item of the Agricultural Appropriation Act 
for 1940, is being inaugurated this Fall. The 
purpose of the survey is to show the trend 
of production of the current week with that 
of the preceding week and the same week a 
year earlier. The data will be based upon 
information obtained by wire and airmail 
from a carefully selected group of from 400 
to 500 creameries. The weekly report will 
supplement monthly estimates by showing 
the trend of production during the interven- 
ing periods. 

Tobacco. Free and mandatory inspection 
of tobacco at designated auction markets 
was inaugurated July 25 at Douglas, Nash- 
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ville, and Adel, Georgia; August 3 at Lake 
City, Darlington, and Pamplico, South 
Carolina; and August 22 at Greensville, 
North Carolina. These markets, except those 
in South Carolina, were designated this 
year by the Secretary of Agriculture. The 
designation followed referenda in which 
more than two-thirds of the voting growers 
who patronize the markets asked for Federal 
inspection. The free and mandatory inspec- 
tion is now offered at 38 designated markets. 

A change in the hours of operation of 
tobacco market news offices has cut in half 
the time required for compilation and getting 
tobacco price reports back to the markets 
for use. Heretofore, there has been a 2-day 
lag. This year, by having the clerical force 
report for duty in the late afternoon and 
work until 10:00 or 12:00 o’clock at night, 
it has been found possible to place the price 
reports on the auction floors on the morning 
following the sales to which they relate. 

Cotton. During the 1938-39 cotton season, 
samples representing 83,592 bales of cotton 
were classed by the Department of Agricul- 
ture for 312 groups of farmers organized for 
quality improvement in 15 States. Free 
classification of cotton for farmers so or- 
ganized is provided for by an Act of Congress 
approved April 13, 1937. Under provisions 
of the legislation, cotton produced by farm- 
ers in organized groups is classed free, pro- 
vided the groups comply with regulations 
promulgated by the Secretary of Agriculture. 
This year more than 320 improvement 
groups had been approved by August 5. 

Grain. Studies of objective methods of 
forecasting per-acre yields of crops in ad- 
vance of harvest have shown the need for 
systematic field observations prior to har- 
vest. This year a pre-harvest wheat survey 
was inaugurated for the purpose of obtain- 
ing, prior to harvest, more extensive infor- 
mation on yields and production, and to 
obtain earlier information as to quality and 
protein content of the wheat crop. Nearly 
4,000 samples were taken from more than 
1,800 fields in Oklahoma, Kansas, Nebraska, 
Minnesota, and the Dakotas, and analyzed 
for probable test weight and protein content. 
Reports of the findings were made weekly 


through the market news field offices. The 
survey also provided a much better basis for 
ascertaining the proportion of the more im- 
portant varieties by crop reporting districts. 

The first forecast of the acreage and pro- 
duction of peanuts “picked and threshed”’ 
was contained in the August Io report of 
the Crop Reporting Board. The report also 
provided the earliest seasonal indication 
ever furnished of the approximate quantity 
of peanuts to be available for commercial 
use. To undertake the new and earlier type 
of production report, it was first necessary 
to make an exhaustive study of past year’s 
utilization of the peanut crop, to alter pre- 
vious estimates to fit new definitions, and 
to issue revised series of estimates covering 
the period 1919 to 1938. With this work 
completed, future reports should measure 
much more closely than the previous esti- 
mates the prospective volume of threshed 
peanuts available for sale and other uses. 

Revised United States standards for 
milled rice and amended moisture limits for 
southern rough rice became effective August 
1, the principal change being in moisture 
limits. The revisions were made to bring 
the standards into line with approved milling 
and handling practices and adopt them to 
qualities of currently milled rice and increase 
the confidence of buyers in the standards. 

Legislation. The new Federal Seed Act, 
signed August 9, becomes effective in 1940. 
The Agricultural Marketing Service has 
been charged with its administration. Hear- 
ings for considering regulations under the 
new Act will be held this Fall. The new law, 
which will supersede the Federal Seed Act of 
1912 (amended 1916 and 1926), will control 
the quality of all imported agricultural seeds 
and vegetable seeds, and restrict the impor- 
tation of screenings and seeds containing 
noxious weed seeds. The interstate provision 
of the law will require complete and correct 
labeling of seeds in interstate commerce. 
The Act brings to a close the extensive con- 
sideration given to seed legislation during 
the past two years by the Department, State 
officials, American Seed Trade Association, 
and farm organizations. The seed legislation 
was considered carefully to overcome the 
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inadequacy of existing legislation. To do 
this, it was necessary to impose restrictions 
that, unless carefully considered, were apt 
to impose undue hardships on legitimate 
trade in seeds without the desired protection 
to the planter. 

An amendment to the Packers and Stock- 
yards Act passed during the last session of 
Congress, provides that when the Secretary 
of Agriculture prescribes a schedule of rea- 
sonable rates and charges, such rates and 
charges shall be both the maximum and 
minimum to be charged. The effect of this 
amendment will be that a uniform rather 
than a maximum schedule of rates will be 


established. 


Agricultural Adjustment Administration 


“Consumption of Citrus Fruits and Re- 
lated Products in Baltimore and St. Louis” 
is a recent study issued by the Consumers’ 
Counsel Division. This bulletin presents the 
results of a survey designed to obtain infor- 
mation on consumer attitudes, preferences, 
purchasing habits, and other factors deter- 
mining the use of fresh oranges, fresh grape- 
fruit, five canned juices (tomato, grape- 
fruit, pineapple, prune, and orange), canned 
grapefruit, and dairy orange beverage. The 
results are based on schedules from about 
1,000 households in each of the two cities. 
(Available free from the Division.) 

Along with this major activity, four sub- 
ordinate surveys also were conducted. Using 
schedules that differed according to the 
group being interviewed, the enumerators 
obtained separate data on the use or sale 
of the designated products, from predeter- 
mined samples of (1) large-scale users (hos- 
pitals, restaurants, hotels), (2) wholesale 
distributors of groceries, and (3) retail stores. 
The fourth survey covered only the extent 
of the sale of dairy orange beverage by dairy 
plants distributing this product to retail 
stores or direct to consumers. The results 
of these surveys will be discussed in a sepa- 
rate report. 


Bureau of the Census 


The proposed 1939 Census Schedule on 
Sales Finance Companies, relating to con- 


sumer credit, may prove to be one of the 
most interesting and useful sections of the 
Census of Distribution in 1940. An entirely 
new inquiry, it calls for the total volume of 
retail installment paper purchased in 1939, 
and the amounts outstanding at the end of 
1938 and 1939, covering installment sales of 
passenger vehicles, trucks, trailers and trac- 
tors (new and used separately), oil burners 
and stokers, electrical and gas household 
appliances, radio and television, furniture, 
clothing, jewelry, and all other retail 
goods. 

Together with questions on the retail and 
wholesale schedules covering the amounts 
of credit and installment sales to household 
consumers, collections on these accounts and 
the amounts held as receivables at the end 
of the year, the sales finance inquiries will 
provide the most complete data ever col- 
lected on consumer sales credit. It will be 
possible to determine the amount and pro- 
portion of total retail sales thus financed, 
and the proportion financed by dealers and 
by finance companies. Geographical differ- 
ences can be shown in financing and collec- 
tions, by specified goods. 

The retail schedules have been recast in 
store-type form to facilitate reporting and 
tabulation. In consequence, the commodity 
information will be more detailed than in 
the past, and probably substantially more 
accurate. Four wholesale schedules in 1940 
will replace the single form previously used. 
Auctioneers and resident buyers, for ex- 
ample, will be enumerated on a different 
schedule from the one used for regular whole- 
salers and manufacturers’ sales offices. 
Greater precision in differentiating between 
the various types of wholesale intermedi- 
aries will thereby be possible. 

Important industrial marketing informa- 
tion will be available from the tabulations 
of the general schedule for the Census of 
Manufactures. The new inquiry on plant, 
equipment and depreciation will cover costs 
of new construction and mechanical equip- 
ment installed during 1939, and the total 
amounts charged off for depreciation and 
obsolescence. In industries where these latter 
charges are high in relation to expenditures 
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for new plant, there may be good prospects 
for the sale of new equipment. 

The proposed migration section of the 
general population schedule is designed to 
show both the direction and amount of mass 
population movements over a five-year pe- 
riod. The extent of net migration from the 
dust-bowl, from farms to urban areas and 
from cities to farms will be shown. The 
changing character of many marketing re- 
gions can be studied in detail when the 
population data and the geographic sources 
of large elements of the population are 
known. 

“Geographic Distribution of Retail Trade 
in Chicago, Illinois,” a detailed tabulation 
of retail sales by type of store, by communi- 
ties, census tracts and segments of streets, 
based on the 1935 Census of Business, has 
recently been published. Similar to previous 
intra-city tabulations for Philadelphia and 
Buffalo, this report was limited in its detail 
only by the legal prohibition against dis- 
closure of the operations of individual es- 
tablishments. Made possible by an allocation 
of funds from the Works Progress Adminis- 
tration, the report is available for free distri- 
bution. 


Federal Trade Commission 


In accordance with an announcement 
earlier this summer, the Commission has 
instituted an inquiry into the extent, effects 
and methods of the development of resale 
price maintenance. Some of the main topics 
to be studied are: manufacturers’ sales price, 
together with quality of goods sold, volume 
of sales and selling costs for commodities 
under price contract and for similar compet- 
ing commodities not under price contract; 
retail dealers’ sales price, gross margin and 
volume of sales for commodities under price 
contract and for similar competing com- 
modities not under price contract; price 
and quality to consumers for commodities 
under price contract and for similar compet- 
ing commodities not under price contract; 
practices employed in obtaining support for 
resale price maintenance, and practices em- 
ployed in the practical establishment of re- 
sale price maintenance. 


Bureau of Foreign and Domestic Commerce 


Cooperative Research with Universities. The 
Congressional Bill (S. 1740—H. R. 3395) 
providing for cooperative business and eco- 
nomic research with the Department of 
Commerce and the various state universities 
or other state educational institutions was 
favorably reported by the Commerce Com- 
mittee of the Senate. The Subcommittee of 
the House Committee on Interstate and 
Foreign Commerce also made a favorable 
report to the full committee, but the bill 
was not reported out and the Congress 
adjourned without further action being 
taken. However, it will not be necessary that 
the bill be reintroduced when Congress con- 
venes next January, and it appears likely 
that the bill will be reported out at that 
time. 

Division of Economic Research. National 
income figures for the ten years 1929 through 
1938 were released in the June issue of the 
Survey of Current Business. Revisions of 
estimates in Manufacturing, Agriculture, 
Trade and Government have raised the 
components and totals previously issued for 
the years 1929 through 1937. A bulletin 
similar to “Income in the United States, 
1929-1937, presenting the figures in some- 
what greater detail than in the Survey 
article, is in course of preparation and will 
be released shortly through the Government 
Printing Office. 

The annual estimates of construction ac- 
tivity first presented in “Construction Ac- 
tivity in the United States, 1915-1937” 
have been brought up to date through 1938. 
Some preliminary figures for 1938 were pub- 
lished in an article in the December 1938 
issue of the Survey of Current Business. 
These preliminary estimates have now been 
revised, and more detailed figures for 1938 
have been compiled. These new figures ap- 
peared in the August Survey, together with 
a preliminary review of activity during the 
first half of 1939. It is hoped eventually to 
present this service of estimates of construc- 
tion activity on a quarterly basis. 

In cooperation with the Temporary Na- 
tional Economic Committee, the Division 
is carrying forward a study of the “Structure 
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of Industry.”’ One part of the study will 
present a cross section picture of industrial 
combination as revealed by the Central 
office records of the Bureau of the Census; 
another section is concerned with product 
concentration in manufacturing; and a third 
part of the study covers the product struc- 
ture of a selected list of large corporations. 

The Division assisted in the preparation 
of material presented by Dr. Willard Thorp 
at the Temporary National Economic Com- 
mittee hearings on the construction industry. 
Data were collected on the nature and com- 
plexity of the construction industry, on the 
degree of concentration in the manufacture 
of products used in the construction in- 
dustry, on the product structure of large 
corporations making construction materials, 
and on related topics. This material will 
appear in the printed transcript of the testi- 
mony given before that Committee and is 
now available in part in processed form from 
the Division. 

Finance Division. The Division has re- 
cently released the annual report on “The 
Balance of International Payments of the 
United States for 1938.’ Also in print is the 
Division’s new study of “Oversea Travel 
and Travel Expenditures in the Balance 
of International Payments of the United 
States, 1919-1938.” (Both available from 
the Government Printing Office, 15 cents 
each.) 

Marketing Research Division. “The Retail 
Credit Survey, 1938” (Prepared in the 
Credit Analysis Unit by Malcolm L. Mer- 
riam) covers credit-granting stores in 14 
trades, firms in the sample accounting for 
approximately two-thirds of the aggregate 
retail credit volume. The first section of the 
study deals with summary material for all 
trades and projected estimates while Part II 
offers a breakdown of reported data by in- 
dividual trades. The survey presents informa- 
tion on the proportion of cash and credit 
sales, open and installment collection ratios, 
and bad-debt losses, by size of store, geo- 
graphic region, and city, and contains 


monthly figures on the volume of installment 
sales in the important trades, together with 
forty graphic illustrations of the trend of 





sales and monthly collections. The 1938 study 
is the first in this annual series to include in- 
formation on installment terms. Reporting 
stores in all trades featuring installment 
sales were requested to state the usual 
arrangement of their terms on selected prod- 
ucts during January 1939. Tables showing 
the range of monthly terms and the related 
down payments for each product are pre- 
sented in the automobile, department store, 
furniture, household appliance, and jewelry 
sections of Part II. Based upon less complete 
data, the same information is given for other 
trades in which the volume of installment 
selling is relatively small. (Available from 
the Government Printing Office, 20 cents.) 

The Distribution Cost Section of the 
Division has secured from the University of 
West Virginia a set of data on the occurrence 
of foot traffic and business at the site of a 
shoe store in Morgantown, West Virginia. 
Designed by W. H. Meserole, of the Divi- 
sion, the study was conducted under the 
direction of Dr. Kenneth L. Hutchinson, 
acting in charge of the Department of Eco- 
nomics of the University of West Virginia. 
Dr. Hutchinson and Mr. Meserole plan to 
collaborate in the preparation of a report 
on these interesting data which appear to 
be the first conclusive effort to establish the 
extent of traffic and trade correlation for 
specific kinds of business. 

Two research projects under the joint 
auspices of the Department of Commerce 
and the Temporary National Economic 
Committee are in progress. Directed by Dr. 
John H. Cover, on leave from the University 
of Chicago, and assigned to the Marketing 
Research Division, the first is in the field 
of Business Population Studies, an analysis 
of factors in mortality, problems of entry, 
and experience in turnover. This project 
includes the coordination of data already 
available from public and private sources. 
The second deals with Trade Barriers, in- 
cluding obstacles to the flow of domestic 
commerce, whether by government or other 
regulation; and a review of the experience 
of a number of other countries in similar 
activities. 


During the past several months the Mar- 
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ket Data Section has issued a series of six 
retail reviews covering the grocery, drug, 
hardware, lumber and building materials, ap- 
parel, and jewelry trades. The data covers 
1937 and 1938 sales and inventory figures 
collected monthly in connection with the 
current statistical service. Information for 
independent retail establishments are pre- 
sented by states and regions, by size of 
business, and by size of city, and seasonal 
variation figures are included. Where pos- 
sible, correlary information covering chain 
store operations are given. (Issued free by 
the Division.) 

“The Industrial Market Data Hand- 
book,” prepared in the Industrial Unit of 
the Division, contains data on industrial 
production, employment, value of products 
and cost of materials, by counties, and for 
cities having a population of 10,000 and 
over. Includes information for 280 manu- 
facturing industries on a national basis, 
and the county location of 169,111 manu- 
facturing plants, by industries; also a county 
location table for 23,000 mines, and sum- 
mary data on production and employment 
in the mines, by counties. (Domestic Com- 
merce Series No. 109, Government Printing 
Office, $2.50.) 

“Basic Industrial Markets in the United 
States—The Paint, Varnish, and Lacquer 
Industry,” prepared in the Industrial Unit 
of the Division, is the fifth of a series on basic 
industrial market studies designed for use 
by sales and marketing executives engaged 
in supplying the needs of the paint, varnish 
and lacquer industry. (Available from the 
Division, Market Research Series No. 14.5, 
10 cents.) 

Industrial Divisions. “Foreign Markets 
for American Medicinal Products” was 
issued by the Chemical Division and out- 
lines briefly the world markets for American 
medicinals, pharmaceuticals, and biologics, 
giving the high lights of competition, and 
other outstanding factors involved in mar- 
keting such products in foreign countries. 

“The Fifth Annual Statistical Number of 
the Electrical and Radio World Trade 
News,” issued by the Electrical Division, 
contains statistical tabulations of electrical 


appliances and radio sales for the year 1938, 
statistics of the electric power industry in 
the United States, statistics of the electric 
power industry in foreign countries, details 
of the radio broadcasting industry, statistics 
showing United States exports of electrical 
and radio goods for 1939 and prior years 
(60 pages, the Division, Io cents). 

“World Refrigerator Markets” is a study 
made by the Electrical Division covering 
markets for electric refrigerators in 85 
countries or colonies, segregated into Con- 
tinents. (Available from the Division, 
free.) 

“Rubber Industry of the United States, 
1839-1939” has been issued in commemora- 
tion of the tooth anniversary of the dis- 
covery of vulcanization by Charles Good- 
year. This bulletin, prepared by P. W. 
Barker of the Leather and Rubber Division, 
traces the birth and development of the 
American rubber-manufacturing industry. 
Rubber cultivation methods and manufac- 
turing processes are briefly discussed, and 
the world position of the domestic industry 
is stressed. One section is devoted to statis- 
tics and the final section comprises a dis- 
cussion of the varied uses of rubber, includ- 
ing the importance cf the commodity in 
modern affairs, its versatility and specialized 
uses. One of the most comprehensive alpha- 
betic lists of rubber products ever printed 
is presented. 

The Machinery Division completed in 
July a comprehensive survey of the agri- 
cultural implements and machinery industry 
and trade in sixty-five foreign countries. 
Each country is covered separately in a 
mimeographed publication of about 500 
pages, perforated for loose-leaf binding. En- 
titled “World Markets for Farm Equip- 
ment,” copies are available at $1.00 each. 

“‘Review of Foreign Film Markets, 1938,” 
a publication prepared in the Motion Picture 
Division, is a manual of salient facts about 
motion-picture conditions in each of the 
markets of the world. (Available from the 
Division, 25 cents.) 

During the summer the Specialties Di- 
vision published the following studies of 
foreign markets. All of these contain valu- 
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able statistical information relative to pro- 
duction and trade in the commodities 
covered. “World Trade in Toys” is a survey 
of world production and trade in toys cover- 
ing most of the countries in the world— 
including the United States. Possible mar- 
kets for American toys are discussed. (Trade 
Promotion Series No. 192, Government 
Printing Office, 20 cents.) “The Latin 
American Brush Industry and Trade” is a 
survey of brush production and trade in 
individual Latin American countries. This 
study was designed to provide data on for- 
eign markets for American brushes. (Avail- 
able from the Division, 10 cents.) “Foreign 
Markets for Household Furniture” is an 
analysis of United States foreign trade in 
household furniture with brief statements 
relative to market prospects in individual 
countries. (Available from the Division, § 
cents.) “Foreign Markets for American Glass 
in 1938” is a review of United States export 
trade in glass during 1938, with analytical 
comment on the trends in ten leading mar- 
kets. (Available from the Division, free.) 
“United States Foreign Trade in Athletic 
and Sporting Goods” is a survey of recent 
trends in our foreign trade in Athletic and 
Sporting Goods. Statistical material covers 
the period 1920-1939. (Available from the 
Division, free.) “Latin American Markets 
for Glass” is a statistical analysis of Latin 
American imports of glass and glass products 
to show the relative importance of supplying 
countries, and imported products. (Available 
from the Division, free.) “United States 
Exports of Musical Instruments in 1938” is 
a review of United States export trade in 
musical instruments. Statistical data are 
shown for 1938 as compared to previous 
years. (Available from the Division, free). 

A revised issue of “Rail and Highway 
Transportation,” a publication containing 
summary information useful to the teacher 
and student of domestic transportation, 
particularly in the growth of the rail and 
motor industries, has been prepared by the 
Transportation Division. (Available from 
the Division, 5 cents.) 

The Foodstuffs Division has just released 
a study by C. E. Birgfeld on world produc- 


tion of canned fruits under the title “Fruit 
Canners of the World.” The bulletin con- 
tains detailed statistics on production of 
these commodities and a discussion of their 
competitive aspects as affecting exports of 
United States canned fruits. 

Three recent issues of Automotive World 
News, which is issued three times a month 
by the Automotive-Aeronautics Trade Di- 
vision, have been published as special statis- 
tical numbers. The June 1, volume featured 
“Highways of the World’”’; the July 1, issue 
pertained to “World Production and Ex- 
ports of Motor Vehicles in 1938”; and the 
August I, issue was a survey of “World 
Registrations of Motor Vehicles.” 


Bureau of Home Economics 


Cotton Hosiery. As part of the program 
toward better use of American cotton, 
studies of cotton hosiery have been made 
with a view to developing better fitting and 
more attractive designs for women’s wear. 
New designs for full-fashioned stockings in 
both plain and mesh styles have been manu- 
factured experimentally and given labora- 
tory tests for abrasion, elasticity, and other 
important points in service. All these hose 
utilize mercerized gassed yarns of American 
peeler cotton. As the designs pass laboratory 
tests they are released to the trade. The 
response from consumers indicates a nation- 
wide demand for this type of hosiery not 
generally supplied by any of the types now 
on the market. 

Another feature of this project is the 
report “Hosiery Production in the United 
States with Special Reference to the Use of 
Cotton.” It summarizes significant data on 
the changes in domestic hosiery production 
during the last twenty years, gives important 
export statistics, and trends in wholesale 
prices of both men’s and women’s hose. 
(Issued free by the Bureau.) 

Poultry Cooking Posters. Coincidental with 
the opening of the World’s Poultry Congress 
in Cleveland, Ohio, the Bureau of Home 
Economics announced publication of a series 
of eight copiously illustrated wall charts, 
showing by picture and by legend modern 
methods of cooking all kinds of domestic 
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fowl. Each chart, 20 by 30 inches in size, 
tells a complete story of how to handle a 
young or old bird in frying pan, broiler, or 
oven, and is suitable for posting in stores, 
as well as for use in classroom or on lecture 
platform. (Complete set of eight charts for 
50 cents from Government Printing Office.) 

Of interest to students of meat marketing 
and grading, as well as manufacturers and 
distributors of domestic ranges and cooking 
equipment is the study of “Shrinkage and 
Cooking Time of Rib Roasts of Beef of 
Different Grades as Influenced by Style of 
Cutting and Method of Roasting.” Data 
on eight methods of roasting $95 rib cuts of 
beef are given. Some of the cuts were stand- 
ing ribs, some rolled, and the grades ranged 
from U. S. Choice to U. S. Plain. (Technical 
Bulletin 676, from Government Printing 
Office, 10 cents.) 


Interstate Commerce Commission 


During the year 1938 the Interstate Com- 
merce Commission began the collection of 
quarterly reports of revenues and expenses 
and more detailed annual reports from Class 
I motor carriers of passengers and property. 
Revenue, expense, and statistical summaries 
of the operations of these Class I carriers 
for the year 1938, based on the quarterly 
reports for that year, have been recently 
published. These published reports for car- 
riers of property give figures for the prin- 
cipal subdivisions of the revenue and expense 
accounts for all reporting carriers, together 
with the net operating revenue, and statis- 
tics of truck and tractor miles operated and 
tons of revenue freight transported. The 
compilation for the year 1938 for carriers 
of passengers, based on quarterly reports, 
gives similar information for all such car- 
riers and also for individual carriers. (Avail- 
able from the Commission.) 


Bureau of Labor Statistics 


Indexes of employment and pay rolls have 
been adjusted to the 1937 Census of Manu- 
factures, and the revised figures will be 
published this fall. Data on average weekly 
earnings, hourly earnings, and hours worked 
per week have been revised and are available 


by years beginning with 1932 and by months 
beginning with January 1935. A study has 
been completed showing the /ength of pay 
periods in establishments reporting employ- 
ment and pay rolls to the Bureau. The 
survey was made for the month of August 
1938. 

Two industry surveys covering wages, 
hours, and working conditions are avail- 
able upon request in mimeographed 
reports which present the data in greater 
detail than in the summary articles pub- 
lished in the Monthly Labor Review. They 
deal with foundries and machine shops and 
boots and shoes, including cut stock and 
findings and shoe patterns. Detailed mimeo- 
graphed tables are also available for the 
study of the men’s apparel industry. Field 
work on the survey of the lumber industry 
will be begun this fall; records from southern 
companies will be obtained after October 24 
when the 30-cent minimum wage under the 
Fair Labor Standards Act goes into effect. 
The study of entrance wage rates of common 
labor in 20 industries, made annually as of 
July 1, is soon to be published. 

In connection with the revision of whole- 
sale prices of hosiery and work clothing, 
collection of prices has been begun on the 
basis of new specifications. Work is also 
underway on the revision of prices of silk 
and rayon. Separate indexes for the two 
subgroups will be published, with prices 
for an increased number of series and im- 
proved specifications. Copies are available 
upon request of the mimeographed report 
showing the estimated value in exchange and 
relative importance of the 813 commodities 
included in the weighted index number of 
wholesale commodity prices for the year 
1938. 

The list of foods included in the index of 
retail food costs has been cut from 84 to 55. 
The commodities deleted have been those 
revealed by the recent study of family ex- 
penditures to be unimportant in consump- 
tion, or for which prices move in relation to 
similar items, or for which adequate price 
quotations cannot practicably be obtained. 

In addition to the quarterly indexes of 
cost of living in 32 cities from time to time, 
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the Bureau has been studying differences in 
costs of the same plane of living at the same 
time in selected cities throughout the United 
States. Estimates of the cost of the mainte- 
nance budget prepared by the Division of 
Social Research of the W.P.A. have been 
prepared quarterly for 31 of the $9 cities 
covered by that agency in its investigation 
of March, 1935. A supplementary study in 
10 small cities, 5 in the North and 5 in the 
South, was made by the B.L.S. in the spring 
of 1939. In this case comparisons were based 
on the cost of the goods purchased by wage 
earners in smal] Northern cities and by wage 
earners in small Southern cities as well as 
on the basis of the “maintenance” budget 
of the W.P.A. 

Two studies have been completed in the 
field of construction and housing. One an- 
alyzes all completed P.W.A. low-cost hous- 
ing projects as to costs per room and per 
cubic foot, the relationship between labor 
and material costs, wage rates paid, differ- 
ence in costs between the North and South, 
etc. The second study is an investigation of 
the relation between permit valuation, con- 
tract price, and selling price of dwellings 
erected in 1938 in nine large cities. 

The survey of consumers cooperatives for 
1938 appeared in the Monthly Labor Review 
for September. A survey of occupational 
outlooks, dealing with employment oppor- 
tunities in the light of shifting trends among 
industries, will be begun this fall. Studies 
are also to be made of the effects of the pro- 
visions of the Fair Labor Standards Act and 
the Public Contracts Act. A compilation of 
Federal laws relating to labor has been 
completed. 


Securities and Exchange Commission 


The Commission has published eighteen 
printed industry reports based on the Works 
Progress Administration study known as 
the “Census of American Listed Corpora- 
tions.” In addition, the Commission is cur- 
rently issuing reports on other industry 
groups which will not be printed and thus 
not available for free distribution. 

It is anticipated that more than one hun- 
dred industrial groups composed of corpora- 


tions registered under the Securities Ex- 
change Act of 1934 will be covered in these 
unprinted reports. Unprinted reports are 
open to public inspection and used at the 
offices of the Securities and Exchange Com- 
mission, Washington, D. C.; New York, New 
York; Chicago, Illinois; Cleveland, Ohio; 
and Boston, Massachusetts. 

It is expected that an over-all statistical 
report covering some one hundred and fifty 
industrial groups will be made public at 
some future date. 

The series of studies of Capital Market 
and Stock Exchange Developments Since 
1933 have been completed and are now being 
bound in one volume. 

The report contains 
chapters: 


the 


following 


I. New Issues and Retirements of 
Securities. 

II. Changes in Ownership of Outstand- 

ing Securities. 

Registration and Sales of Securities 

Registered Under the Securities Act 

of 1933. 

IV. Investment Banking and the Flota- 
tion of Securities. 

V. The Volume and Value of Trading 
on Securities Exchanges, 1935-1937. 

VI. The Flow of Stock Trading on the 

New York Stock and Curb Ex- 

changes. (First Half) 

The Flow of Stock Trading on the 

New York Stock and Curb Ex- 

changes. (Second Half) 


Copies of the report will be available upon 
request to the Publications Unit, Securities 
and Exchange Commission, Washington, 


D.C. 


Work Projects Administration 


In final stages of preparation for the 
publisher is the analysis of unemployment 
in terms of family units under the title 
‘Family Unemployment.” Several prelimi- 


Ill. 


Vil. 


nary reports on this subject have already been 
released, the most recent in February 1939 
as a W.P.A pamphlet. The complete study is 
a thorough analysis of the data and processes 
used in relating unemployment in terms of 
families (the unit used by relief agencies) to 
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individual unemployment (the usual meas- 
ure of unemployment). It is an attempt to 
create a workable means of measuring social 
distress by the use of the always available 
unemployment statistics. 

Depressed Areas in the Southern Illinois 
Coal Fields. A preliminary report is now in 
preparation which will cover data on relief 
and unemployment and on the nature and 
causes of protracted economic dislocation in 
seven coal towns in Southern Illinois. The 
results of the survey of unemployment con- 
ducted recently will be included to show the 
extent of unemployment in these towns. 
During the peak of seasonal activity in early 
1939, two-fifths of the workers in this area 
were unemployed and nearly half of the 
families were either dependent upon emer- 
gency work relief for jobs or had no jobs 
whatsoever. Unemployment ranged from 
one-third to four-fifths. 

The Economics of Public Works. A study 
of the economics of public works is being 
made by the Public Works Committee of 
the National Resources Planning Board 
under the direction of Dr. J. K. Galbraith 
of Harvard University in conjunction with 
the Bureau of Labor Statistics, the Depart- 
ment of Commerce, and the Division of 
Research of the Work Projects Administra- 
tion. This report will take into account the 
significant differences in operational pro- 
cedure of various construction programs, 
the amount of direct and indirect employ- 
ment created, and differences with respect to 
timing and flexibility. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 
American Retail Federation 


“Labeling the Consumer Movement”’ pre- 
pared by Dr. Warner K. Gabler was pub- 
lished by the Federation early in September. 
This study is an analysis of the various as- 
pects of the consumer movement from the 
point of view of the retail merchant. The 
place of retail cooperatives, the work of 
women’s organizations, and other similar 
organizations and agencies in consumer ac- 
tivities are discussed. 

The Federation has also published “The 
Retailer and the 76th Congress” which is a 


review of legislation considered and/or ef- 
fected at the last session. This is similar to 
bulletins previously issued at the end of 
each session of Congress. 

There has also been published the “Pro- 
ceedings for the First Retailers National 
Forum” which brings together under one 
cover the addresses and discussions at the 
Federation’s annual meeting last May. 


The Ayer Foundation 


Under the directorship of Dr. Donald A. 
Laird, the Foundation which was started late 
in January 1939, has completed the organi- 
zation of a special permanent staff of twelve 
persons. Senior technicians are: William J. 
Breen (Worcester Polytechnical Institute), 
Grant Frazer (Haverford), and Alice McFall 
(Cornell). Field work is done by outside 
organizations. 

Reports of studies in food tastes are 
appearing in the Medical Record, the Jour- 
nal of the American Dietetic Association, 
and the Journal of the American Dental 
Association. Continuing studies are under 
way of consumers’ attitude toward current 
advertising. Special work is being done on 
effects of recent population changes upon 
consumption. New instruments have been 
developed for testing products, to supple- 
ment the facilities of consulting laboratories. 
Food products have been changed to im- 
prove their acceptability by consumers. 


Consumer Credit Institute of America, Inc. 


The institute has published the winning 
manuscript of its recently conducted prize- 
essay contest. This study of ““The Consumer 
in Commercial Banks” by Dr. Henrietta C. 
Jennings, of Wheaton College, will be re- 
viewed in the next issue of the JourNnaL. 


The Curtis Publishing Company 


An important field study of the ownership 
and purchase of truck tires and accessories 
has been completed. The Division has also 
continued its further analysis of the govern- 
ment study of consumer purchases, including 
the preparation of reports on Personal Care, 
Tobacco, and Electrical Appliances. 
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Dun and Bradstreet, Inc. 


Survey of the Tax Payments of Business 
Enterprise. Two sections of this report have 
been published and two more are contem- 
plated. The tabulations so far made show 
U. S. averages for seven types of tax pay- 
ments by 9§ different industries and trades. 
The first installment, published in the July 
issue of Dun’s Review related these tax pay- 
ments to the sales volume of the reporting 
concerns. The second report related the same 
tax payments to the value of services ren- 
dered by the various groups of enterprise. 

In the case of wholesale and retail trade, 
gross margin was taken as the measure of 
value of services and in manufacturing in- 
dustries, the value added by manufacture 
was used. In this second tabulation the seven 
types of taxes were thrown into three major 
groups from the viewpoint of management: 
“fixed” taxes—such as property taxes and 
licenses, the amount of which is not directly 
related to variations in sales volume; “op- 
erating” taxes—such as sales taxes and pay- 
roll levies, which vary with changes in sales 
volume or expense; “income” taxes, the 
variations of which are related to net profit. 

The two projected reports deal with: (a) 
the history of tax payments by selected in- 
dustries over a recent period of years, (b) 
state and regional differences in the taxes 
paid by business. 

Paul Studenski of New York University 
and Carl Shoup of Columbia have acted as 
technical consultants in the tabulation and 
interpretation of the results. The Survey was 
directed by Walter Mitchell, Jr. 

Financial Ratios. A new set of ratios simi- 
lar to those previously published will be com- 
pleted by Roy A. Foulke late in the fall. 

Mid-Year Inventory Survey. Question- 
naires went out about July 1st requesting a 
record of inventories held June joth, as 
compared with six and twelve months 
earlier. Results of the Survey were published 
in the September issue of Dun’s Review. The 
dollar values of inventories held on June 3oth 
were estimated for about 100 lines of indus- 
try and trade, and were compared by means 
of indexes with the level of holdings in each 
line at intervals back to January 1, 1936. 


Institute of Distribution, Inc. 


During September there was disseminated 
among our members of the Institute a survey 
entitled “What Do Americans Think About 
Chain Stores.” This study summarizes all 
independent, impartial surveys that have 
been made during the past several years on 
the subject of consumer viewpoint towards 
chain stores. 

In order to provide members with sum- 
maries of municipal tax and regulatory or- 
dinances that affect their operations, the 
Institute recently communicated with the 
city clerks of every town in which our mem- 
bers have stores, to secure the latest infor- 
mation concerning such ordinances. The 
results of the survey will be included in the 
municipal ordinance section of the 1939 
edition of the ‘‘Retailers Manual of Taxes 
and Regulations.” It is expected that the 
new Manual will be off the press for mem- 
ber company distribution on or about No- 
vember 1, 1939. If any extra copies should 
remain after servicing member companies, 
they will be offered, at cost, to non-members. 

Six other exhaustive surveys have also 
been made on other phases of Federal and 
State taxes and regulations affecting general 
merchants, in order that the 1939 Manual 
may be as complete and as up-to-date as 
possible. The results of these surveys will 
likewise be included in the 1939 edition of 
“Retailers Manual of Taxes and Regula- 
tions” which is being expanded and im- 
proved over previous editions. It will include 
for the first time a section concerning Fed- 
eral and State food, drug and cosmetic 
acts. 

Progress is being made in the completion 
of a new edition of the “Chain Store Man- 
ual” by Mr. Nichols. 


McGraw-Hill Publishing Company 


Mill Supplies. “A Survey of Today’s In- 
dustrial Buying,” which originally appeared 
in the May and June issues of Mi// Supplies 
has been reprinted in one bulletin. This 
study was designed to show industrial dis- 
tributors where they stood in their competi- 
tive battle with manufacturers selling direct, 
why business was placed direct, and how the 
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distributors might win a larger portion of the 
business. 

Electrical Contracting. There has just been 
completed a market study of “Industrial 
Buying of Electrical Products.’’ The survey 
covers all major plants in the cities of Hart- 
ford, Peoria, Toledo, and York and was 
especially designed to determine the market 
channels for electrical supplies and which 
executives in the various firms exerted the 
greatest buying influence in this field. 


National Association of Better Business 
Bureaus 


The addresses given before the first con- 
vention of Better Business Bureaus last 
June have been put in one volume entitled 
“‘Business-Consumer Relations Conference 
on Advertising and Selling Practices.” This 
title indicates the theme of the convention 
and the addresses included, which are 
grouped under the headings (a) what con- 
sumers want, and (b) what educators, gov- 
ernment and business are doing for consum- 
ers. (Available from the Association, $3.75.) 


The National Fertilizer Association 
A comprehensive survey of farming prac- 


tices was made last fall by means of personal 
interviews with 32,000 farmers. Answers 
were obtained to 25 questions pertaining to 
visits to State experiment stations, reading 
habits, radio programs, fertilizer practices, 
and results achieved from the use of fer- 
tilizer. Preliminary reports by States have 
been released and the final report for the 
entire country will be issued within the next 
few months. 

A survey is now being made of commercial 
plant food consumption by States. The re- 
port when completed will show the amount 
of each analysis of mixed fertilizer used by 
farmers, the amount of each separate ma- 
terial, and the amount of each plant food. 
This report will be useful to all those con- 
cerned with soil conservation and soil fer- 
tility. 


Public Affairs Committee 


“This Problem of Food” is an interesting 
32 page pamphlet which discusses food 
values and health requirements for workers, 
making the most of local products, prices, 
and other phases of America’s food problems. 
(Available free from the Committee.) 
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A.—Book REvIEws 


GovERNMENT Price Fixine, by Jules Back- 
man. New York: Pitman Publishing Cor- 


poration, 1938, pp. x1, 304, $3.00. 


The reading public has had good oppor- 
tunity, before the publication of this book, 
to learn the style, point of view, method of 
attack, scope of investigation, and general 
conclusions of the author, in the matter of 
government price fixing, inasmuch as he has, 
during the last four years, published in the 
economic journals a series of excellent studies 
in this field. Indeed in the book much of the 
material of the articles is republished. The 
book is valuable, however, not only because 
it brings together these scattered articles, 
and molds them into proper proportions and 
relationships, but also for the extensive ad- 
ditions of material. 

The author delimits his field by defining 
price-fixing as the “actions which are de/ib- 
erately undertaken for the purpose of affect- 
ing, limiting the movements of, or setting 
specific prices.”” Emphasis is put on the de- 
liberate purpose of raising prices, in con- 
tradistinction to the purpose of fostering 
domestic industries or attaining other ends. 
The definition includes the actions in “the 
form of: (1) determination of the price with- 
out controlling supply or demand (e.g., mini- 
mum price fixing); (2) control over supply 
(e.g., production restriction) or demand 
(e.g., rationing); or (3) simultaneous control 
of supply, demand, and price.”” The empha- 
sis of the book is on the latter two forms— 
that is, indirect methods of price fixing con- 
cerned with the price determining forces 
rather than with price itself (direct price 
fixing). Little attention is paid to the special 





types of price tampering commonly called 
price pegging, price manipulation, price 
stabilization, and resale price maintenance. 
Furthermore, as the title of the book indi- 
cates, it is concerned with the activities of 
the governments of the world at price fixing 
rather than of private agencies, although the 
government activities are usually a supple- 
ment to rather than an offset to or substitute 
for private activities. 

The reader finds at times some difficulty 
in seeing exactly why the author, using the 
definitions he does, excludes certain types of 
government activity, such as the protective 
tariff: while it is true that the tariff is used 
for the ultimate purpose of fostering domes- 
tic industries, that is also the purpose of 
the other techniques, be it a coffee valoriza- 
tion scheme, the N.R.A., or the Chadbourne 
Sugar Plan; and, moreover, the tariff ac- 
complishes its end, if at all, through domestic 
price-raising or sheltering. 

The most striking omission of commodities 
in which the governments of the world have 
had a long and interesting experience at 
price fixing is gold and silver, especially 
silver. Our own Government is now engaged 
in some monumental but fantastic experi- 
ments in these fields. The schemes of making 
and maintaining the price of these precious 
metals should by all means have been in- 
cluded, for they exhibit some striking pecu- 
liarities and are of more momentous conse- 
quence perhaps than many of the schemes 
described in the book. 

The general plan of the book is an histori- 
cal description of the plans of price fixing 
used (1) during the World War in the United 
States, and more recently under the N.R.A. 
and the A.A.A.; (2) the valorization schemes 
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employed in case of coffee, silk, cotton, and 
wheat, by Brazil, Japan, and the United 
States, respectively; (3) the international 
agreements covering rubber, tin, and sugar; 
(4) direct fixing of prices—maximum prices, 
minimum prices, price ranges, and price rela- 
tionships; (5) certain technical questions, 
such as cost of production as a basis for price- 
fixing, and the problem of enforcement; and 
(6) the methods of indirect price fixing, 
through control of production and market- 
ing. 

Each scheme of price fixing is systemati- 
cally treated, according to a pattern, namely, 
definition, classification, method of opera- 
tion, historical illustration, defects, and 
advantages of the plan. This treatment is in 
great detail, but the different major sections 
of the chapter and then the chapter as a 
whole are rounded out by very good sum- 
maries of the leading facts and features. 
This method of treatment is excellent and 
tends to make the book more readable than 
one would expect. The scheme of summaries 
will undoubtedly popularize it with stu- 
dents. 

One criticism of the treatment is its repet- 
itive character, but perhaps this is neces- 
sary. It arises from the fact that the histori- 
cal illustrations of a price-fixing scheme are 
quite fully painted in one chapter and then 
in a later chapter, where technical features, 
such as the use of export quotas or acreage 
control or average cost in price fixing, are 
treated, the details of the illustration are 
rehearsed. 

The author is at pains to keep his reader 
aware of the theoretical implications in- 
volved in the schemes of price fixing. For 
instance, his treatment of cost of production 
as a basis of price fixing is carefully done, 
along modern-theory lines, and indicates the 
poise and objectivity of the scholar. Like- 
wise, the final chapter of the book, a critical 
analysis of price fixing, shows that the author 
did not fall in love with his subject to a de- 
gree that blinded his searching eye or de- 
feated his objectivity in weighing the virtues 
and faults of price fixing. 

The reader is impressed with the all but 
universal failure of the many and varied 


schemes tried by the governments of the 
world to fix prices and thereby to promote 
or defend their industries. The record is 
indeed not inspiring, but rather a discourag- 
ing story, and gives the New Deal and other 
reform governments little basis for the san- 
guine expectations of salvation they have 
fostered in the people. One may even be 
tempted to wonder at the morals, intelli- 
gence, or selfconfidence of such pretending 
saviors! 

Ray B. WEsTERFIELD 

Yale University 


A TExTBOOK ON GOVERNMENT AND Busi- 
ness, by Gerald O. Dykstra and L. G. 
Dykstra. Chicago: Callaghan and Com- 
pany, 1939, pp. xii, 546, $5.50. 

Most readers of the yourNAL are familiar 
with the authors’ earlier publication in the 
same field, Cases on Government and Busi- 
ness (Chicago, Callaghan & Company, 
1937), emphasizing use of the case method. 
In contrast, the present book “‘is designed 
for those who prefer to instruct by the text- 
book method rather than by casebook.” 
However, the authors have drawn liberally 
on a wide selection of leading cases for their 
present volume making frequent reference 
to their case book, and have done an excel- 
lent job of integrating some of the best fea- 
tures of both text and case methods. 

Consistent in their purpose, the authors 
begin each section with a lucid, concise state- 
ment of the legal principle underlying, or 
the present status of, the relationship be- 
tween government and business, then follow 
with explanation and analysis, relying heav- 
ily upon quotations from court decisions and 
excerpts from statutes. In the reviewer's 
opinion they have been unusually fortunate 
in selecting apt quotations, terse summaries, 
and pertinent comments. The skill with 
which attention is focused upon the few 
essential issues in each situation is well above 
that found in most texts, and careful transi- 
tions from one line of thought to the next 
make the subject matter very easy to under- 
stand. 

Since the authors’ aim is to examine the 
power of government to regulate business 
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the book is organized according to powers 
rather than subjects. It consists of three 
main divisions: Part I, The Judiciary and 
Constitutional Law Principles; Part II, Fed- 
eral and State Regulation; and Part III, 
Federal Regulation by Anti-Trust Legisla- 
tion. The more specialized fields such as in- 
come tax laws, technical aspects of govern- 
ment standards for grading, et cetera, are 
not discussed, since the purpose “‘is to con- 
sider the governmental regulation of business 
generally.” However, a surprisingly wide 
field is covered, as far as fundamental prin- 
ciples are concerned, including commerce, 
manufacturing, labor, taxation, the impor- 
tant New Deal cases, and recent legislation 
regulating business. 

Marketing men will be interesting in the 
numerous ramifications of the “commerce 
clause” and various legal doctrines in their 
field. Considerable attention is given to dis- 
tinctions in the power to regulate inter-state 
versus intra-state business. As shown by the 
authors, it is a fallacy to consider that states 
cannot regulate or tax inter-state commerce 
at all. Likewise, the federal government can 
and does regulate certain areas of intra-state 
commerce. 

Although the material and principles re- 
lating to marketing are not set off in a sepa- 
rate section as in the earlier publication 
(Chapter XVII, Laws Regulating Marketing 
Practices), but are scattered throughout the 
text according to the governmental power 
involved, a wide range of marketing activi- 
ties receive consideration. In addition to 
those usually discussed under the anti-trust 
laws, many newer developments are in- 
cluded. Sixteen pages are devoted to chain 
store tax legislation and its recent history. 
Exposition of the courts’ reasoning in jus- 
tifying statutes discriminating against chain 
stores and certain other marketing institu- 
tions in favor of the small independent 
merchant should be of interest to marketing 
students. 

About fifteen pages are devoted to legis- 
lative price-fixing as an introduction to the 
thirteen-page discussion of the recent price 
maintenance legislation. The Clayton Act as 
amended by the Robinson-Patman Act re- 


ceives a whole chapter, with the new legis- 
lation given major consideration. About two 
pages are given to “style piracy” and efforts 
of the Fashion Originators’ Guild of America 
to cope with this problem. 

Probably the only weakness of the text 
from a marketing standpoint is that it does 
not go far enough in considering some of the 
most recent legislation and legislative pro- 
posals, such as the food, drug, and cosmetic 
law, informative labeling, grade label stand- 
ards, dealer licensing, and vocational train- 
ing for the various marketing occupations 
(distributive education). However, this is at 
the same time an advantage since it enables 
the authors to maintain their objective ap- 
proach. The new food, drug, and cosmetic 
legislation is mentioned, but there has hardly 
been time for a clear line of judicial thought 
to appear on the subject. Licensing is ac- 
corded some attention, but the nearest ap- 
proach to a discussion of its future use is a 
two-page section dealing with the legal 
limitations. 

Many students of business and economics 
who are not specializing in the legal phases 
will find helpful discussions covering the 
philosophy of government’s relation to busi- 
ness clearly and succinctly presented. This 
book should impart to its readers an in- 
creased knowledge of the reasons for many 
recent legislative acts and judicial decisions 
which by themselves are difficult to explain 
solely on the grounds of economic principles 
and business practices when considered apart 
from their legal relationships. “The policy of 
the federal anti-trust laws has been to main- 
tain competition and to regulate that com- 
petition to the end that it will, in turn, regu- 
late business.”” But whether federal or state, 
the courts do not question legislative wis- 
dom. 

In the opinion of the reviewer this text is 
a valuable contribution to the literature in 
this field. It should serve as excellent collat- 
eral reading in marketing courses, tending to 
broaden the treatment of the subject, inte- 
grate marketing principles with other college 
subjects, and keep the study on a practical 
basis of situations facing present day busi- 
ness executives and economists. Present 
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trends indicate the need for a wider under- 
standing of the subject matter with which 
this book deals in a very clear and interesting 
fashion. It might well be used also as a means 
of introducing students to the case method of 
instruction because of the excellent manner 
in which it coordinates text with cases. 

In addition to its use in the class room, 
this book should be valuable to every busi- 
ness man who lacks previous legal training. 
Excellent review and thought questions and 
problems are found at the end of each chap- 
ter. An alphabetical list of cases, an index 
in bold and light faced type which empha- 
sizes important topics, and a comprehensive 
table of contents add notably to the value of 
the textbook. 

Pearce C. KELLEY 
University of Arkansas 


THe Causes or Economic FLuctvatTions: 
PossIBILITIES OF ANTICIPATION AND Con- 
TROL, by Willford I. King. New York: The 
Ronald Press Company, 1938, pp. xv, 
353s $3.50. 


This volume brings together a tremendous 
amount of facts, various authors’ opinions, 
and proposals for eliminating business cycles. 
There are many charts and much statistical 
material. The plentiful use made by the 
author of factual material is refreshingly at 
variance with the practice of many persons 
who write on this subject. Nevertheless, the 
limitations of the statistics-minded approach 
are indicated whenever the argument turns 
to theoretical subtleties. 

The author begins with a careful state- 
ment of the historical record and the charac- 
teristics of business depressions. Then fol- 
lows a discussion of “misleading” explana- 
tions of the origins of depressions. Among 
those thus classified by the author are: that 
production outruns consuming power, that 
oversaving is the cause, that lack of invest- 
ment opportunity is crucial, and that maldis- 
tribution of wealth is instrumental. Turning 
to “adequate” explanations, the author 
mentions the mechanism of a boom, price 
rigidity, fluctuations in bank credit, and the 


possibility that solar phenomena may be 
important. 

An interesting line of argument is devel- 
oped relating to the nature of fluctuations 
and cycles as periodic phenomena, and a 
theoretical explanation of the self-generating 
nature of cyclical fluctuations is presented. 
The last part of the book is devoted to an 
examination of ways of combating depres- 
sions. The author first dismisses certain 
schemes as being ineffective, including in 
this category “Buy Now” and “Hire Work- 
ers” campaigns, spending by the govern- 
ment, and planned public works programs. 

Methods of minimizing depressions ap- 
proved by the author are introduced by the 
following comment: 

From what has just been said, it follows that, if an 
effort to eliminate depressions is to make any real 


progress, it must proceed to attack the problem mainly 
along the following five lines: 


1. To control the tendency of the human race, during 
periods of optimism, to borrow too freely, and thus 
unduly mortgage future income and pile up an un- 
manageable burden of debt. 

2. To keep financiers from building up an unsound 
banking structure. 

3. To stabilize the demand for goods and the general 
level of prices. 

4. To eliminate that rigidity of individual prices and 
wages which has jong characterized our economic 
system. 

5. To prevent the able-bodied members of our popu- 


lation from idling away their time or engaging in 
boondoggling. 


Specific proposals endorsed by Professor 
King include putting the brakes on borrow- 
ing, the 100% bank reserve plan, stabilizing 
demand by changing the price of gold, by 
storing durable commodities, and through 
open market operations. Other plans rec- 
ommended include making wage rates and 
other prices flexible, controlling the produc- 
tion of capital goods, and helping the unem- 
ployed to find jobs. 

Without meaning to imply that the Eng- 
lish economist, J. M. Keynes, has a corner 
on the theoretical analysis of cyclical fluc- 
tuations, the reviewer nevertheless is amazed 
that anyone today would publish a book on 
this subject and give no attention whatso- 
ever to the stimulating, albeit controversial, 
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line of argument developed by Mr. Keynes 
in his latest book. Professor King lists Mr. 
Keynes’ Treatise on Money in three of the 
excellent chapter-end bibliographies, but 
The General Theory of Employment, Interest, 
and Money and the line of argument devel- 
oped therein are referred to nowhere. With- 
out intending to suggest that the Keynesian 
analysis of saving and investment is either 
entirely correct or a complete explanation, 
the reviewer suggests that Professor King’s 
comment on saving and investment is defi- 
nitely dated. He writes: 

Some theorists emphasize strongly the idea that the 
saving of more funds than the investment market will 
absorb is responsible for depressions. This whole idea 
is usually nebulous. If a man saves part of his income, he 
must do something with it. If he deposits it in a bank it 
is likely to be invested. If he buys a share of stock, or a 
bond, he is probably facilitating investment. Even if he 
saves paper money and hides it in the mattress, he is, 
perhaps, by refraining from consumption, making 
direct goods somewhat cheaper, and this fact may lead 
to further saving and investment by others. It is, there- 
fore, extremely difficult to measure the relationship 


between the volume of saving and the volume of invest- 
ment. 


Anyway, there seems no reason to believe that an 
accumulation of uninvested funds has any tendency to 
cause a collapse of industry. If oversaving makes funds 
unduly plentiful, all that will happen is that interest 
rates will fall, and this fall in interest rates will discour- 
age saving, for many persons will see no advantage in 
postponing consumption when they can obtain but 
trivial revenue by so doing. 

Professor King has written a useful and 
stimulating book. Out of such calm and care- 
ful study and further study by others may 
come a larger understanding of these phe- 
nomena and the development of control 
methods which will prevent the recurrence 
of major depressions in the future. The lines 
along which such study and the invention 
and evaluation of stabilizing proposals must 
proceed include statistical compilation, pene- 
trating theoretical analysis, careful consid- 
eration of the delicate psychological factors 
involved, and adequate recognition of the 
administrative problems associated with 
such proposals. 

J. Poitip WERNETTE 

Graduate School of Business 
Administration 

Harvard University 


S_tump AND RECOVERY 1929-1937, by H. V. 
Hodson. New York: Oxford University 
Press, 1938, pp. vill, 484, $4.25. 

This volume is based upon chapters con- 
tributed annually from 1930 to 1936 by the 
author, formerly a fellow of All Souls, Ox- 
ford, to the Survey of Industrial Affairs. 
Its purpose is not, as the title might suggest, 
to give a complete economic history of the 
period but to treat “only of international 
affairs in the economic sphere”—a purpose 
that is admirably fulfilled. 

As background the first 50 pages survey 
briefly but skilfully the period from 1920 
to 1929, giving special attention to such 
trends and influences as economic national- 
ism, international lending, war debts, cur- 
rencies, exchanges, declines in prices, and 
the efforts to control supplies and prices of 
key commodities. Steps in the development 
of the depression are then described in chap- 
ters on The Slump, 1929-31; The Crisis, 
1931; The Depression, 1931-3; and the 
American Crisis, 1933-4. Efforts of the 
world to escape from or to reduce the effects 
of the depression are described in chapters 
on International Efforts, 1931-3; The World 
Economic Conference, 1933; Commodity 
Regulation, 1931-5; and National Efforts, 
1933-5. The difficulties and the end of the 
gold bloc, 1934-6, the rise in prices and the 
‘“‘Armaments Boom,” 1936-7, are considered 
in the concluding chapters. 

Although at times the reader may tend to 
get lost in the great amount of detail, he is 
almost certain to obtain a better grasp of 
the nature, variety, and significance of the 
international aspects of the period involved 
and a clearer realization of the extent to 
which domestic conditions and policies are 
shaped by international influences. Upon 
good authority this book is “probably the 
best synthesis and interpretation of the last 
decade in world economics that we have.” 

Since trade necessarily bulks large in any 
consideration of international relations there 
is a great deal in this volume of interest to 
marketing men. Many special lessons may 
be learned from the trade experiences of this 
period because of the world-wide resort to all 
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types of artificial measures in attempts to 
make trade conform to desired patterns. 
Tariffs, trade agreements, barter agree- 
ments, import control, export bounties, ex- 
change regulation, clearing agreements, and 
currency depreciation were used frequently 
and in numerous ways. Individual coun- 
tries or groups of cooperating countries 
tried desperately to control supplies and 
regulate prices of important commodities. 
These enlightening experiences are clearly 
outlined and their results summarized and 
evaluated. 

A reading of the analytical survey of inter- 
national economic relationships reempha- 
sizes the fact that underlying economic 
forces of fundamental significance are con- 
stantly at work—forces that operate in their 
own way and are very difficult for mankind 
to control or alter. International relation- 
ships are not alone affected by these forces, 
for domestic situations are also extremely 
sensitive to them. In spite of the degree to 
which it is possible to control marketing 
programs today, it becomes clear that these 
programs must at all times be carefully ad- 
justed to numerous and uncontrollable eco- 
nomic forces and trends, many of which 
have their origin in international situa- 
tions. 

Eart S. FuLLBROoK 
University of Nebraska 


INTERNATIONAL Economics, by P. T. Ells- 
worth. New York: The Macmillan Com- 
pany, 1938, pp. xili, 529, $4.00. 


This is a book of two distinct parts. The 
eleven chapters of Part I deal with the theory 
of international trade; the twelve chapters 
of Part II attempt to evaluate the signifi- 
cance of the more important lines of govern- 
mental policy in the sphere of international 
economic relations. The title of the book 
very appropriately permits the omission of 
any consideration whatsoever of geographic 
aspects of international affairs and any tech- 
nical matters relating to the actual methods 
and practices of trade. The author’s avowed 
aim is “to provide students with the theoreti- 
cal equipment necessary to an analytical 


understanding of the phenomena of inter- 
national economic relations and the policies 
of governments bearing upon these rela- 
tions.” He has succeeded admirably in that 
purpose. 

Part I is especially well done. The earlier 
chapters of the book trace in scholarly man- 
ner the development of international trade 
theory; they deal specifically with mercantil- 
istic doctrine, Hume’s work of unifying the 
scattered elements of international price re- 
lationships, Adam Smith’s demolition of Mer- 
cantilism, Ricardo’s doctrine—later known 
as the law of comparative cost, Mill’s formu- 
lation of the principle of reciprocal demand, 
and numerous later re-statements and refine- 
ments of theory developed by such econo- 
mists as Cairnes, Alfred Marshall, Bastable, 
Nicholson and Taussig. 

Following a lucid yet rather conventional 
exposition of absolute and comparative dif- 
ferences in cost and the gains from trade, 
Dr. Ellsworth proceeds to a thorough-going 
criticism of the classical approach. In his 
opinion that approach is extremely vulner- 
able by reason of its assumption of a labor 
cost theory of value and its failure to recog- 
nize money costs as the only real costs. 
He demonstrates rather convincingly that, 
both in its main tenets and in its elaborate 
qualifications, classical treatment of interna- 
tional trade involves an analysis that is essen- 
tially static—a rigid, cross-section approach 
out of line with the dynamic nature of the 
facts. 

Thoroughly impatient with such theory, 
the author casts about for one which is 
“direct and realistic instead of awkwardly 
roundabout and unreal.” Such requirements 
are met, so he avers, in the analysis set 
forth by the Swedish economist, Bertil Ohlin, 
whose reasoning is essentially an expansion 
of the now generally accepted theory of 
value—the general equilibrium theory de- 
veloped in the hands of Walras, Pareto and 
Cassel. Chapter V presents a full exposi- 
tion of Ohlin’s theory and a concrete explana- 
tion of how it is anchored to direct price 
comparisons—particularly so in the case 
of exchange rates which move upward or 
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downward as required to establish equi- 
librium in the trading relations of various 
regions. 

Succeeding chapters deal with refinements 
of the theory bearing upon the mobility of 
labor, regional differences in natural re- 
sources, capital, social conditions of produc- 
tion, currency systems and the varying 
effects of such obstacles to trade as tariff bar- 
riers and transport costs. Gratifyingly well- 
coordinated are the chapters dealing with 
foreign exchange, the numerous items enter- 
ing into the balance of international 
payments, and the operation of the exchange 
rate as a price, tending to attain such a level 
as to produce equilibrium in the demand for 
and supply of foreign balances. Detailed and 
timely consideration is given to short-term 
capital movements and investment dis- 
equilibrium as sources of disturbance in the 
balance of payments; also to short-run and 
long-run processes of adjustment, and to the 
mechanism of international adjustment 
under gold-standard conditions and under 
paper-currency conditions. 

Students of international trade will find 
in Part I a well-balanced handling of trade 
theory, a brave and decisive choice and 
elaboration of a theory which the author 
refines by means of a method which in itself 
certainly ought to serve as a sterling example 
of well-ordered and keenly discriminating 
analytical technique. 

Within the limits of about 240 pages in 
Part II the author finds it necessary to deal 
rather sketchily with some of the subjects 
of policy. His treatment of matters of 
national policy, however, is strikingly well- 
unified by his emphasis of such policies as 
bear more directly upon the conflict between 
current national self-sufficiency doctrines 
and the earlier contentions for freer trade; 
between the classical assumption of the 
maximization of the national income as the 
desired objective and the recent more 
serious regard for military preparedness. 

While there is little that is new in the 
chapters which treat the controversial as- 
pects of the tariff question, the author’s 
novel classification and criticism of tariff 


arguments is ingenious and refreshing. 
Timely again is his emphasis of the relation 
of tariffs to unemployment, to excessive 
urbanization, to military defense, and his 
further consideration of the indirect protec- 
tion that is afforded by the fact that the 
tariff can be, and is, made administratively 
a most flexible instrument of policy by 
means of such devious media as sanitary 
regulations, marks-of-origin requirements, 
arbitrary valuations, oppressive customs 
formalities and preferential railway rates. 

The later chapters of the book treat such 
subjects as commercial treaties, import 
quotas, exchange control, clearing agree- 
ments, the monopolistic raw material poli- 
cies of nations, dumping, and exchange 
stabilization. A last chapter, under the title 
of National Self-Sufficiency reviews the 
spread of economic nationalism, analyzes 
Keynes’ advocacy of that doctrine and 
points out the limitations of such a policy by 
concrete and extended reference to the status 
of the various nations as to supplies of raw 
materials. The author concludes that al- 
though basic considerations with respect to 
the probable continuance of international 
trade are favorable, the course of trade in 
the near future awaits the settlement of 
international political issues and a clearer 
determination of how far the pursuit of the 
goal of autarchy in Central Europe will be 
carried. 

Part II of this book, in sum, will be found 
especially helpful to students of foreign 
trade who need a convenient and timely 
resumé of the world’s reversion to national- 
istic practices and the almost overwhelming 
impact of those practices upon the more 
technical business of exporting and import- 
ing. 

Husert E. Bice 
Syracuse University 


Tue INTERNATIONAL SHARE-OuT, by Bar- 
bara Ward. New York: Thomas Nelson 
and Sons, 1938, pp. vi, 174, $.60. 


There can be little doubt that business 
everywhere is especially sensitive today to 
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international affairs. Any book, therefore, 
which attempts to analyze the underlying 
causes of the present unrest and suggest a 
possible solution is pertinent reading. When 
the analyzation is principally with respect to 
cause and effect on markets, the issue be- 
comes one of paramount interest to those 
engaged in marketing work. 

“The International Share-Out” traces 
the development of colonial expansion to the 
present situation in which we have the three 
“Have Not” powers—Germany, Japan, and 
Italy, and the “Have” powers—all others. 
The distinction between the “Haves” and 
the ‘‘Have Nots” is based upon the desire 
to expand or acquire colonial empire. The 
usual arguments advanced for expansion, 
as an outlet for population, as an outlet for 
capital investment, as sources of raw ma- 
terials, as a means of disposing of home pro- 
duction, are shown to be grossly over-rated 
when the experience of various countries is 
analyzed. 

Emphasis is given to the desire at present 
to control territory in which the currency of 
the home country is accepted as a means of 
exchange. ““The difficulties of currency and 
of lack of purchasing power lie at the root of 
the colonial problem.” Supplies of materials 
are available from colonies but, owing to the 
problem of international exchange, the 
“Have Not” powers do not have the money 
with which to buy them. A solution to this 
problem would be a return to large-scale 
international lending but there seems little 
disposition on the part of either the dis- 
satisfied powers or the satisfied powers to 
take this step. 

The author pictures the position of Japan, 
Italy, and Germany for colonial expansion 
both pro and con. Her conclusion with re- 
spect to Japan is that its colonial policy is a 
gamble. Japan may have reserves sufficient 
to begin the industrial exploitation of China 
“but unless the existing economic structure 
is modified, success will only indirectly bene- 
fit the Japanese people.” Italy’s colonial 
policy is not a great success but it may ac- 
complish what it set out to do, which was 
evidently to ameliorate “‘psychological un- 


rest.” Germany presents a different problem 
in that the fundamental issue in her case is a 
desire for return of former colonies for politi- 
cal reasons although the arguments she 
advances are those of economic necessity and 
moral right. 

“The root of much of the difficulty”’ lies 
in the fact that the “Have” powers are ap- 
plying a dual standard toward the problem. 
They have in many instances set up restric- 
tions on free trade with their colonial pos- 
sessions for other nations. At the same time, 
they insist upon a policy of mandated con- 
trol with the “open door” principle for 
colonies desired by the “Have Nots.’’ The 
suggestion is made that immediate steps 
should be taken to return to the “open door” 
with respect to colonies and that eventually 
all colonial territory should be transferred 
to a mandate system. 

The author’s treatment of the subject 
matter is both descriptive and analytical. 
Lack of notation as to origin of source 
material, particularly statistical, may cause 
some loss of confidence in the presentation. 
Development of colonial enterprise is by no 
means entirely a governmental function. 
More discussion of the part of private con- 
cerns in developing markets in the various 
colonies would be enlightening. The ma- 
terial is well organized and gives the reader 
a thought-provoking analysis. 

AREND E. Boer 
University of Pittsburgh 


NaTIonaAL SeE.r-Surriciency, by P. H. 
Asher. New York: Thomas Nelson and 
Sons, 1938, pp. 188, $.60. 


Hereisoneof aseriesof English publications 
which represent an intelligent effort in adult 
education. This volume on the idea of na- 
tional self-sufficiency traces the growth of 
autarchy in the world and presents a reason- 
able description of the forces lying behind 
the stagnation of foreign trade. The argu- 
ment is not confined to a relatively sterile 
prognosis on the level of economic man. It 
includes a fair estimate of the effect of 
political interests and social pressure groups. 
The conclusion is that the present world 
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movement is a necessary stage in the de- 
velopment of modern capitalism. 

As part of the growing literature in adult 
education, directed at the untrained reader, 
the book is somewhat disappointing. The 
style is jerky, the language occasionally 
condescending, the author’s viewpoint dis- 
turbingly naive. Too elementary for the 
serious student of economic affairs, it also 
falls, as either layman’s text or tract for the 
times, below Charles Beard’s ““The Open 
Door at Home,” to which, however, and for 
a limited audience, it may serve as introduc- 
tion. 

ME Lvin ANSHEN 
Indiana University 


Mepievat Cities, by Henri Pirenne. Prince- 
ton: Princeton University Press, rev. ed., 


1939, PP- Xll, 253, $2.50. 


This is “‘an attempt to expound in general 
way the awakening and the birth of urban 
civilization in Western Europe during the 
Middle Ages.” 

The book opens with a brief but compre- 
hensive discussion of the mercantile aspects 
of the Roman Empire during the sixth cen- 
tury. Contrary to the notion usually held 
that it was the invasions of the Germanic 
tribes which destroyed the commercial life 
of the Empire, Pirenne advances the thesis 
that it was the later invasion of the Moham- 
medan hordes which closed the Mediter- 
ranean and broke the connection of Western 
Europe with the Cultural East, forced it for 
the first time to live upon its own resources, 
and set in motion the internal forces which 
were to break gradually with the Roman 
antiquity and emerge with an entirely dif- 
ferent pattern of economic life. 

The period of the ninth and tenth cen- 
turies were dark ones commercially for 
Western Europe. With the eleventh and 
twelfth centuries came occasional indications 
of a new movement. The gradual experience 
and wealth accumulations of the Venetians 
and later the Genoese; the preserved and 
growing trade organizations and practices of 
the Flemish and Scandinavians; the gradual 
forced withdrawal of the Mohammedans 


which returned the Mediterranean to Euro- 
pean control; an unexplained growth in 
population accompanied by an increasing 
activity and interest in life and the improve- 
ment of living conditions; the gradual emer- 
gence of a classof itinerant merchants whose 
needs, obligations, and social, religious and 
economic status were neither defined nor 
suggested in the institutional patterns of the 
church town, the burg or the feudal manor— 
all vividly and concretely explained by the 
author—indicate the nature of the ground- 
wor!. which was laid for the commercial 
and economic renaissance which was to fol- 
low. 

It is in the explanation of the emergent 
class of itinerant merchants and traders for 
whom the existing order of things provided 
no place that M. Pirenne is at his best. In 
language that is clear and authoritative he 
shows how this new class with its unique 
needs and way of life brought into existence 
a new type of communal institution. The 
city of trade became an entity, a personality, 
with rights and duties defined in contractual 
arrangements with the church town or the 
burg; it was autonomous and free to develop 
its own pattern of activity around such 
needs as exchange relations, contracts, 
money definition and regulation, protection 
of citizens, relations and obligations of citi- 
zens both within and without; it was a new 
way of life different from either of the types 
which granted it permission to develop and 
exist. 

The impact of this new institution upon 
the old ways wrought dynamic changes and 
laid the basis for the modern capitalistic 
order. Property took on a new and broader 
meaning; men became free from manorial 
duties by means of media of exchange and 
contracts freely made; production was for 
the purpose of exchange, division of labor 
developed; and the economy of consumption 
gradually was modified and displaced by one 
of exchange. 

Although lacking in detail, and filled with 
personal judgments, the book has every in- 
dication of authoritative accuracy, and the 
reader observes the broad significant move- 
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ments and conflict of forces which trans- 
formed a commercial Roman Empire into an 
agrarian economy which was in turn con- 
verted into budding commercialism which 
was to evolve into Renaissance Europe. 
Students of History, and especially of Eco- 
nomic History, and the History of Economic 
Thought will find the book interesting and 
informative, especially if it is preceded by a 
wide reading in detailed accounts of 
Medieval European life. 

Lewis F. MANHART 

Bowling Green State University 


ErrectiveE MARKETING, by L. Rohe Walter. 
New York: McGraw-Hill Book Company, 
1938, pp. 1x, 381, $3.00. 

The organization of this volume revolves 
around seven principles which are suggested 
as basic for effective marketing: getting the 
product right, organizing for selling, knowing 
your market, understanding the customer’s 
viewpoint, keeping ahead of the parade, 
planning and working your plans, and pro- 
motion programs. The author lays particular 
stress upon market research and urges more 
field contact with customers and prospects 
by major sales executives. Careful coordina- 
tion of all marketing activities is considered 
the prime requirement of an effective sales 
program. 

Executives should find the book useful 
in provoking thought and encouraging in- 
vestigation of specific problems. Its rela- 
tively short compass as compared with texts 
on sales administration obviously precludes 
a comprehensive treatment of many of the 
topics. Although a number of references to 
more detailed studies are included, an exten- 
sion of this idea to provide short, carefully 
selected bibliographies would undoubtedly 
have been welcomed by some readers. 

Certain matters of content and logic of 
treatment deserve mention. Although one 
chapter discusses sales management prob- 
lems, personal selling is not accorded nearly 
as much space as advertising and sales pro- 
motion. This lack of balance is not a serious 
weakness, but may limit somewhat the ap- 
peal of the book to sales management execu- 
tives. The fundamental market research 


methods are stated to be questionnaire, ob- 
servation and correlation. This listing neglects 
the experimental approach (although sales 
tests are mentioned in an earlier chapter on 
product policy). Furthermore, the treatment 
of market research would have been clarified 
by some distinction between measurements 
of potential users which are essentially 
quantitative in character and measurement 
of other phases of the marketing process 
which are largely qualitative in nature. 

In summary, Effective Marketing is a book 
which executives should find definitely 
stimulating and helpful whether or not they 
are in direct charge of marketing activities. 
A readable style, frequent case illustrations, 
and italicized summary sentences aid in 
dramatizing major points and avoid dullness. 
It is not suited for a text, but would be useful 
as collateral reading in a course on sales 
management or as a book review assignment 
for an introductory course in marketing. 

Ross M. CunniInGHAM 
Massachusetts Institute of Technology 


SALESMANSHIP FOR Topay FoR SALES MAn- 
AGERS OF Tomorrow, by David R. Os- 
borne. New York: Harper and Brothers, 
1939, PP- XV, 171, $2.50. 

Mr. Osborne, who is Sales Training 
Director for The Studebaker Corporation, 
offers here a condensation of his Se/f-Man- 
agement in Selling which appeared in 1931. 

The volume has thirteen chapters al- 
though the first three chapters contain only 
twelve pages of illustrations and text ma- 
terial while the last chapter has but four 
pages. This leaves nine major chapters in 
which the author covers prospecting, knowl- 
edge of the product and buying motives, 
pre-approach, controlling the interview, 
making the presentation, answering objec- 
tions, closing, and management of the sales- 
man’s time, although he gives his chapters 
slightly different titles. His best chapters are 
those dealing with making the presentation 
and management of the salesman’s time. 

Mr. Osborne’s book is not packed with in- 
spirational fluff, although it would be defi- 
nitely incorrect to say that it does not in- 
spire. Quite the contrary is true. The author 
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presents sound principles in a manner which 
makes them easy to teach. He does not make 
the mistake of drawing all of his illustrations 
from the business with which he is most 
familiar—the automobile. Since the auto- 
mobile business is one in which repeat sales 
are usually some time apart, the author does 
not discuss the repeat sale. Nor does he dis- 
cuss handling disgruntled customers. These 
omissions, however, are common to books on 
salesmanship. 

The author makes no claim to presenting 
anything that is new. He has simply made 
an attempt to organize material from various 
sources for the purpose of presenting it in a 
teachable manner, and, in general, he has 
succeeded in doing this. His book definitely 
shows the results of teaching experience, and 
where courses are offered combining sales- 
manship and sales management this volume 
could be used for the salesmanship part of 
the course. It is too brief for college courses 
in general salesmanship only, but company 
educational directors desiring a short treat- 
ment of personal selling should find this book 
satisfactory. 

Frep M. Jones 
University of Illinois 


Tue Prosiem or Retait Site SELECTION, 
by Richard U. Ratcliff. Ann Arbor: Uni- 
versity of Michigan, 1939, pp. x, 96, $1.00. 


Problems of retail site selection within the 
central business district, the outlying sub- 
centers and along the neighborhood business 
streets of cities have interested many re- 
search workers and business men in the 
marketing field. Gradually, during the past 
decade a clear picture of the retail structure 
of cities has evolved, and the character of 
this structure has been measured by means of 
quantitative analyses employing pedestrian 
counts, street-frontage profile maps, census 
data, special questionnaires, and city direc- 
tories. Mr. Ratcliff’s study not only con- 
tributes to a clearer understanding of the 
character of retail structure, but also pre- 
sents interesting observations relative to the 
nature of retail commodities considered in 
the light of consumer purchasing habits. 

Aside from the theoretical contributions, 


this study also makes a factual and methodo- 
logical contribution to an understanding of 
site selection and retail structure. Fortu- 
nately, the character of the inadequately 
understood central business district is ana- 
lyzed. Twenty-four cities ranging in size 
from Detroit, Michigan, to Miami, Florida, 
were treated to test the block-frontage af- 
finity of an array of retail types to seven 
control types—department stores, variety 
stores, shoe stores, jewelry stores, furniture 
stores, florists, and theatres. 

Employing Polk directories and zoning 
maps “a tabulation was made of the uses 
appearing in the same block units where 
representatives of each of the seven control 
types were found. The first step in this 
tabulation for any one city was to locate all 
the representatives of the control type . . . in 
the central business area. Having spotted all 
block units in which [the control type] ap- 
peared, a listing was made of all stores in 
those blocks.” These data were analyzed for 
block-frontage affinity characteristics, not 
only of the control types, but for associated 
types as well. 

Some conclusions of interest were the out- 
standing affinity of women’s clothing stores, 
shoe stores, and variety stores for blocks con- 
taining department stores; the affinity of 
women’s clothing stores and shoe stores for 
variety stores; the great diversity of blocks 
containing shoe stores; the absence of a 
tendency for any particular retail type to be 
found in association with jewelry stores; the 
affinity of restaurants and men’s and 
women’s furnishings for blocks containing 
furniture stores or florist shops; and the 
affinity of restaurants, men’s furnishings, 
shoe stores, and jewelry stores for blocks con- 
taining theatres. 

This study likewise furnishes an interest- 
ing refinement of the Copeland classification 
of “shopping goods,” “specialty goods,” and 

“convenience goods.” More fully than here- 
tofore consideration is given to: the varia- 
tion in the buying habits of men and women; 
the importance of the postponability of cer- 
tain types of purchases; the importance of 
selection in the purchase of commodities 
where comparison is essential; and the fre- 
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quency-of-purchase-character of retail goods. 
These considerations are then shown in their 
relationship to retail location—location con- 
ditioned by volume of purchase and purchase 
price resulting from consumer evaluations 
of the ‘‘convenience-desirabilities” of the 
entire range of articles and services offered. 
Finally, the various practices of chains in 
selecting suitable business sites are con- 
sidered for different kinds of business. 

In evaluating the principal factual con- 
tribution of this study, it is necessary to 
stress, as was done by the author, the several 
serious shortcomings of the method and 
data employed. Using directory lists pre- 
cluded a qualitative selection of establish- 
ments either by volume of sales, number of 
employees, average rentals, or street-front- 
age occupance. The principal conclusions are 
of a general nature, and no definitive pre- 
dictions apparently can be made for retail 
structure based on these findings. This 
unsatisfactory condition stems from a num- 
ber of factors, such as, dissimilar physical 
controls affecting the growth of cities, retail 
types maladjusted to site and yet resisting 
change, and the dynamics of population. 

With this work a beginning has been 
made in the analysis of retail site affinities. 
The findings of this study should be tested 
and supplemented by the use of other quanti- 
tative approaches to kindred problems. It is 
likely, however, as recognized by Mr. Rat- 
cliff, that, although contributions can be 
made, because of the caprice of human choice 
the localization of business enterprise though 
following general patterns is by individual 
units and unpredictable, inprescribable phe- 
nomena. 

M. J. Prouproot, 
Washington, D. C. 


Purcnuasinc Power, by Ralph West Robey. 
New York: Prentice-Hall, 1938, pp. xiii, 
163, $2.50. 


Part I considers the theories of Stephen A. 
Colwell (1800-1871), a little known Ameri- 
can writer upon banking and monetary 
matters. His most important writing, The 
Ways and Means of Payment, published in 1859 
gives the most complete statement of his 


ideas. Colwell was concerned with the same 
problems which today engage our attention, 
namely, the proper governmental policy to- 
ward the precious metals, the principles 
which should guide banks in their creation of 
credit, the purposes for which bank credit 
should properly be used, the relation of 
money and credit to prices and the level of 
business activity, and the possibility of fol- 
lowing a policy which achieves domestic 
stability without destroying international 
equilibrium. In meeting these problems 
Colwell presented a line of reasoning in sharp 
conflict with the policies followed today. 
The points upon which he placed major 
emphasis were: that money (a term re- 
stricted to the precious metals) and money 
of account were independent; the credit 
system is concerned with money of account 
not money; and monetary theory must be 
based on money of account. This means that 
banking does not rest upon, or need, gold or 
silver for its functioning. Economically 
money is needed only for a few ‘‘cash” 
transactions and the occasional settlement 
of balances. There is some artificial need 
created because of the legal reserve require- 
ments imposed upon banks, but these re- 
quirements are not essential. The credit 
system does not provide a substitute for 
money; it dispenses with the use of money. 


. The soundness of bank credit is not depend- 


ent upon convertibility into specie, on 
bank reserves, or on the national gold sup- 
ply; but upon the exchange value of the 
goods upon which the credit is based. The 
operation of the credit system depends upon 
the completeness with which debts and 
credits are cancelled. 

Since these premises are in conflict with 
the premises underlying the policies of the 
past century if they are to be accepted there 
must be developed another theory of money, 
credit, and prices. Some of the theories sug- 
gested by these premises are considered in 
Part II with some indication of the implica- 
tions as they relate to the problems of credit 
management. 

Experience with controls based on the 
premises and theories of the quantitative 
school has been sufficiently discouraging to 
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raise doubts as to its fundamental tenets. 
Certainly there is sufficient logic in the 
points suggested by Colwell to justify a 
careful examination of them. This is what 
Robey suggests. He makes no extravagant 
claims for the theories or for his own exten- 
sion of them. He is chiefly interested in 
stimulating thinking along the lines in- 
dicated and in suggesting some of the 
theoretical considerations which may be 
important if the ideas of Colwell are found 
to be sound. He makes no claims for the 
completeness of the development of the 
theories and no attempt to carry them for- 
ward in all their refinements. His major 
purpose in this study is to stimulate thinking 
and discussion along the new channels sug- 
gested in the hope that as a result there will 
be a more complete understanding. It is his 
belief that too many of the assumptions of 
the quantitative school are accepted with- 
out question and that there is sufficient merit 
in the ideas of the qualitative school to war- 
rant more careful examination. 

With the increasing importance of credit 
management to economic welfare further 
study of the objectives and theories of credit 
control is needed. Especially so as it is 
doubtless true that we accept as correct as- 
sumptions of the quantitative school which 
more careful examination will prove er- 
roneous. The study is well written and stimu- 
lating. At times, however, some of the state- 
ments are rather cryptic and the reader 
wishes more concrete examples were given to 
enable one to be sure he and the author are 
thinking of the same thing. The book should 
be of special interest to those readers in- 
terested in credit management, money, 
credit, banking, and prices. 

Harvey W. Huecy 
University of Illinois 


Woot and THE Woot Trape, by Alston 
Hill Garside. New York: Frederick A. 
Stokes Company, 1939, pp. XV, 331, $2.50. 


Written by the economist of the New York 
Wool Top Exchange, this book describes the 
exchange and the services it is prepared to 
render to various agencies which participate 
in the growing, processing, and marketing 


of wool. The broad title is somewhat un- 
fortunate, since Wool and the Wool Trade 
suggests to the reader a comprehensive pic- 
ture of the marketing of wool, whereas in 
fact only one-third of the book is concerned 
with matters other than those directly re- 
lated to future trading in wool tops. Even 
that third is restricted largely to apparel 
wools and the products made from them. 
The condensed materials thus presented will 
have value to general students of marketing, 
since printed studies of the marketing of 
wool are scarce, fragmentary, and not easily 
accessible. It is to be regretted, however, 
that they do not make for wool a compre- 
hensive study like that made for cotton by 
Mr. Garside in his earlier Cotton Goes to 
Market. 

The major services of the book will, be 
rendered to those interested in the special- 
ized study of commodity exchanges and 
their operation, including, of course, mem- 
bers of the wool industry who want to learn 
more about future trading in their own field. 
Much has been written about the operations 
of the great futures exchanges in the cotton 
and grain trades; but relatively little is 
available in book form about the operations 
of the less conspicuous exchanges. Students 
of exchange trading will therefore welcome 
Mr. Garside’s competent and interesting dis- 
cussion of the many detailed technical 
problems which arise in providing future 
trading for this semi-manufactured product, 
particularly so since future trading in the 
raw material itself has never proved feasible. 
Teachers who want new illustrations of 
hedging will find them here, as well as an 
excellent discussion of the always-difficult 
problems of “basis” and “basis risk.” For 
most of them, the chapter which describes 
the operations of the little-known wool top 
exchanges at Antwerp, Belgium, and Rou- 
baix-Tourcoing, France, will break new 
ground. 

Even within the narrow field upon which 
its main discussion is concentrated, the 
book exhibits one important weakness. It 
leaves with the reader the impression of 
being, not so much a disinterested study, as 
an elaborate piece of promotional literature. 
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Fortunately the author’s bias does not 
manifest itself in outright errors so much as 
in a tendency to give inadequate emphasis 
to the shortcomings of future exchanges and 
to the ways in which these organizations can 
produce undesirable rather than desirable 
results. 

Reavis Cox 

University of Pennsylvania 


BuTTER AND OLEOMARGARINE, by W. R. 
Pabst, Jr. New York: Columbia Univer- 
sity Press 1937, pp. 112, $1.50. 


The first two chapters of this work deal 
with the development of the butter and 
oleomargarine industries and the resulting 
competition between them. The author finds 
that “it is apparent that the fight will pro- 
ceed on constantly shifting grounds and that 
neither side will hesitate to gain an advan- 
tage where it can... The issue is the 
question of building up more artificial re- 
strictions between the products or of tearing 
down part of the present structure.” The 
struggle between these two foods should be 
of interest to teachers of economic history 
and to men engaged in either of the in- 
dustries. 

The third chapter of the book is concerned 
with an analysis of demand, supply, and 
price relationships of the two commodities 
in the light of recent theoretical economics 
and through the application of modern 
statistical technique. The business man and 
the marketing teacher who have left their 
statistical studies behind them in college will 
hastily scan through this part of the book. 
However, the statistically minded teacher 
interested in the theory of price determina- 
tion will find this treatment of value. 

Dr. Pabst asserts that the consumption of 
oleomargarine increases during a period of 
prosperity and declines during a period of 
depression. It is to be regretted that the 
author gave no supporting statistics for this 
statement because a contrary opinion exists 
in the trade. In the fourth and final chapter 
the author discusses the question of the 
taxation of oleomargarine. He feels that 
“‘an excise or sales tax has a way of penaliz- 
ing those with small incomes.” 


Other publications of related interest are 
Margine As a Butter Substitute by Katherine 
Snodgrass (Food Research Institute, 1930), 
important parts of which have been brought 
into shorter compass by Dr. Pabst and 
emended with new interpretations, and 
History of the Butter Industry, by Edward 
Wiest (Columbia University Press, 1916), 
which is brought up to date in this study. 
Henry Schultz’ Laws of Demand and Supply 
for Sugar (University of Chicago Press, 
1926), is similar with respect to statistical 
technique. 

ArTHUR E. ALBRECHT 
College of the City of New York 


THe WuHo.LeEsALE MaArkKeETING oF FRuits 
AND VEGETABLES IN BALTIMORE, by 
Robert G. Deupree. Baltimore: The Johns 
Hopkins Press, 1939, pp. xiv, 125, $1.25. 


The purpose of this study is “to analyze 
the organization and operations” of the 
middlemen functioning in the Baltimore 
wholesale market. 

The approach is that of an ‘“‘examination 
of the actual middlemen who compose a 
specific market mechanism in search of 
answers to the following questions: (1) what 
services is the wholesale market called upon 
to perform; (2) what is the origin of the 
demand for those services; (3) what are the 
physical subdivisions of the market; (4) what 
facilities are available in these respective 
sections; (5) how do these factors affect the 
performance of the market tasks; (6) how 
are the various wholesalers organized within 
the market structure; (7) what productive 
activities does each group of middlemen per- 
form; (8) how does the mechanism as a whole 
function; and (9) what changes might make 
for improvements in the market?” 

In the judgment of the reviewer, the 
author has fairly well accomplished his ob- 
jectives. He points out that there has been 
a series of studies of wholesale fruit and 
vegetable markets, of which the pioneer 
work was that of E. G. Nourse in Chicago 
(The Chicago Produce Market, Houghton 
Mifflin Company, 1918). The present study 
follows the style of the Chicago study in 


that it is in narrative style whereas most of 
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the other recent studies are more statistical 
in nature. In fact, the present study contains 
only a single graph and not over half a dozen 
simple tables. Students of research methods 
will be interested to compare it with a study 
of the Baltimore market published a few 
years earlier, in which there are eighteen 
statistical tables and fourteen graphs (The 
Baltimore Wholesale Fruit and Vegetable 
Markets, by R. F. Burdette and S. H. De- 
Vault, Maryland Experiment Station Bulle- 
tin 409, May, 1937). 

The scope of the study is indicated by the 
chapter headings, which are: I. Services 
Rendered in the Baltimore Market; II. 
Physical Facilities; III. and IV. The Middle- 
men and Their Operations; V. Price-making; 
and VI. Conclusions. A two and one-half 
page index adds to usability. 

The work is well-written and amply docu- 
mented. It should serve as a worthwhile ad- 
dition to the list of studies of the nature and 
functioning of segments of our marketing 
system. 

H. E. ErpMan 
University of California 


THe Wueat Economy, by G. E. Britnell. 
Chicago: The University of Chicago Press, 
1939, PP. XVi, 259, $2.50. 


This volume is one of the Political 
Economy Series compiled under the auspices 
of The University of Toronto and the 
Canadian Institute of International affairs. 
It is a scholarly and well documented report 
of desolation. It deals with the agricultural 
settlement of the Province of Saskatchewan, 
Canada, made possible by transcontinental 
railways and branch lines and a soil, topog- 
raphy, and semi-arid climate which favored 
specialization in wheat production. These 
factors, together with a favorable conjunc- 
ture of costs and prices and the introduction 
and steady improvement of dry farming 
techniques adapted from the Western United 
States, large-scale agricultural machinery, 
and early maturing, drought-resistant varie- 
ties of wheat, made for rapid expansion of 
settlement and of wheat acreage. This ex- 
pansion was accompanied by urban develop- 
ment which served and reflected the needs 


of an agricultural community producing for 
export markets. 

From the opening of the century down to 
1929, there have been few parts of the civil- 
ized world in which such tremendous ad- 
vances from rude pioneer levels were made 
possible by the application of constantly 
improving techniques to the rapid exploita- 
tion of virgin natural resources. But after 
1929 things changed. Recurring cycles of 
drought, the overhead costs of intensive 
specialization in wheat and dependence on 
prices determined in depressed world mar- 
kets, all had their effect until today the 
region finds itself in a terrible situation. 
Standards of living, never very high in the 
Canadian prairie wheat economy, have fallen 
to the lowest ebb consistent with continued 
existence. We have had our “dust bowl” ex- 
periences which have been bitter enough, but 
our neighbors to the north have been, and 
are, passing through just as terrible experi- 
ences. 

The chief value of this study is for the 
agricultural economist or sociologist, but it 
has some value to the marketing profession 
as a picture of a large area of a neighboring 
country where purchasing power has sunk 
to nil. Saskatchewan offers no market for 
anything now and probably will not be much 
of a market for a long time to come. The 
work is also of value in pointing out what 
happens over a large area whose economy 
has been entirely based on one crop—in this 
case wheat—when that one crop, for one 
reason or another, fails to yield the return to 
which the people of the region have become 
accustomed and on which they have based 
their income and expenditures, their pro- 
vincial and municipal institutions and their 
standards of living. 

Joun H. FreDERICK 
The University of Texas 


Guinea Pics anp Buc Bears, by G. L. 
Eskew. Chicago: Research Press, 1938, 
pp. 269, $2.50. 


“‘Isn’t it silly to think that manufacturers, 
who have so large an investment and depend 
so much upon the good-will they have 
striven hard to build up, would intentionally 
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try to mislead the consumer?” This is the 
theme of Eskew’s book, which, as the author 
states, is intended as an “antidote” for the 


“poisonous” literature published by the 
officers of Consumers’ Research, and 
others. 


The author seriously doubts that any liv- 
ing man has the omniscience required of one 
who would advise ultimate consumers con- 
cerning all of their requirements. He seems 
at first blush to advocate cooperation, for he 
states that it is “the only possible way for 
consumers to benefit themselves.” This 
statement, however, is qualified by words 
which indicate serious doubt that coopera- 
tion will work. But if this “only possible 
way” should fail the consumer, he need not 
worry, for the manufacturer, contrary to 
what Schlink and the “C R boys” would 
have us believe, can be trusted. 

Perhaps the most telling argument against 
the consumer rating agencies lies in the wide 
divergence between the resources of Con- 
sumers’ Research and Consumers’ Union, on 
the one hand, and those of many of the giant 
producers, on the other hand. The author 
has wielded this argument with consummate 
skill. He shows, for instance, that “within 
less than a year after beginning business” 
Consumers’ Union “presumed to issue a 
‘Buyers’ Guide’ listing hundreds of items 
marked to indicate which are the best buys.” 
He goes on to say: “Pray, how do they 
know? Even if this organization had the 
facilities, it would have been humanly im- 
possible for them to test all these items and 
thus qualify themselves to be judges.” 
Manufacturers spend millions of dollars on 
research but the amounts spent by the rating 
agencies are pitifully small. Consequently “if 
we judge from the amount of money they 
spend in making tests, we are bound to con- 
clude that their advice is not sound.” 

The author tut-tuts the idea that the 
hazards from arsenic and lead poisoning 
(Schlink’s ‘“‘twin bugaboos’’) are nearly so 
great “‘as the authors of certain critical 
literature would have you believe.’’ We get 
certain quantities of arsenic into our bodies 
as a part of nature’s plan. Since arsenic is 


employed in the preparation of certain recog- 
nized cancer medicines it may well be that 
the arsenic we eat with the ripe, rosy-cheeked 
apple does us more good than ill. At any rate 
why worry over what may happen? He who 
worries over what the future may hold, 
suffers twice! 

Considerable space is devoted to historical 
accounts of the use of tobacco, cosmetics, 
milk, etc., presenting material which is both 
interesting and informative. Chapter XIX, 
which effectively disproves Schlink’s conten- 
tion that milk is not good food for adults, 
seems to be the most scholarly part of the 
book. 

The chapters on “How the Government 
Protects Us,” and “What More Can Be 
Done”’ are reassuring. So also is the chapter 
on “Big Business,” in which the author seeks 
to prove the identity of interest between 
Big Business and the consumer, by showing 
that twenty-five of the largest corporations 
in the country have about five million stock- 
holders. He writes more to the point, how- 
ever, when he shows that Big Business is an 
inherent concomitant of progress and mo- 
dernity. Eliminate it and “‘we should retro- 
gress to inescapable and unbearable primi- 
tive living.” Big Business is here to stay and 
the government can be trusted to regulate 
it. 

As a whole, the volume is written in an 
elementary style, interspersed with humor- 
ous and sarcastic jibes, calculated to appeal 
to the grade of mentality most easily swayed 
by the sensational literature which the au- 
thor attacks. The digressive thrusts at 
Schlink, often pointed with gross humor, will 
spoil the book for many, although perhaps 
this aspect will be appreciated by the major- 
ity of those who read it. This book is some- 
what less effective than the sensational liter- 
ature it seeks to refute, chiefly because it 
deals with “only dry factual information.” 
One wishes that it were better illustrated and 
documented. It is, however, an effective 
counter-irritant for devotees of “Schlink et 


al.” 


Wayne L. McNauGuTon 
University of North Dakota 
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Jounny Get Your Money’s Worth, by 
Ruth Brindze. New York: The Vanguard 
Press, 1938, pp. x, 230, $2.00. 


Among the various books written to in- 
form the consumer on how to get his money’s 
worth this work is distinct in that it is in- 
tended for the use of school children. It is 
written in a simple style and is illustrated. 
The author, while wishing children to be- 
come skeptical of the claims made by ad- 
vertisers and merchants, does not resort to 
the invective that is common to many 
books of this: type. 

Thus in discussing advertising she refers 
to the large sums that are spent by manu- 
facturers and others but says “Customers 
pay for advertising, yet because of advertis- 
ing the article may cost less than if it were 
not advertised” (page 39). However, she 
feels that “it is too easy for business men to 
exaggerate, too easy for them to use little 
words which make you believe things that 
are not true” (page $9). Separate chapters 
are devoted to buying hints on such goods as 
candy, sporting goods, school supplies, cos- 
metics, and foods, and much useful informa- 
tion is given. 

A final chapter is entitled, “Teamwork for 
Customers.” The author is not anti-business 
but stresses the buyer’s point of view. Re- 
garding profits, she writes ““The storekeeper 
is entitled to a profit for his work of running 
the store. The business man who owns a fac- 
tory is also entitled to a profit for his work. 
But either one or both may be greedy and 
demand a bigger p-ofit than that to which 
they are justly entitled” (page 224). She 
holds that “In the game of buying, the cus- 
tomer himself must be skillful; he must know 
how to get his money’s worth” (page 225). 

ArTHuR E. ALBRECHT 
College of the City of New York 


Wuen You Buy, by Trilling, Eberhart, and 
Nicholas. New York: J. B. Lippincott 
Company, 1938, pp. 1x, 401, $1.80. 


This high school text treats the problems 
with which consumer-buyers are faced and 
the available methods of coping with these 


problems. Its scope is too limited to permit 
it to serve satisfactorily as a text for a gen- 
eral course in the economics of consumption. 
Furthermore, the adherence by the authors 
to their policy of using only fictitious names 
‘“‘whose resemblance to names of actual per- 
sons or products,—must be regarded as 
purely coincidental” greatly restricts the 
usefulness of the book as an aid to better 
buymanship. 

Chapter II impresses the reviewer as 
propaganda for consumers cooperatives 
rather than as a textbook analysis. It con- 
cludes that “With every passing day the 
rumble of the growing strength of the Ameri- 
can cooperative movement grows louder.” 
Material from the report of the commission 
of the United States Government on Co- 
operative Enterprise in Europe is used freely 
to indicate the success of the movement 
abroad. No reference, however, is made to 
statements in the report that “after nearly 
a hundred years of sporadic promotion in 
this country the movement has made rela- 
tively little headway” and “‘present Ameri- 
can conditions are not particularly conducive 
to the rapid and widespread development of 
consumer cooperation.” 

The chapter on better buying and selling 
practices is decidedly the best in the book. 
In the opinion of the reviewer, readers of this 
journal will find little of interest in the book 
and its value to high school students is 
limited. 

Rapu C, Hon 
Southwestern 


Facts AND Fraups In WomaAn’s HycIENE, 
by Rachel Lynn Palmer and Sarah K. 
Greenberg. New York: Garden City Pub- 
lishing Company, 1938, pp. 311, $1.00. 
Although the publisher’s announcements 

describe this book as “‘a fearless expose of 

misleading claims and dangers of widely 
advertised products used by women,” there 
is nothing hysterical or sensational in the 
authors’ handling of the subject. The treat- 
ment is balanced and sane. 

The authors believe that the ignorance 
and superstition that have surrounded the 
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subject since primitive times, together with 
Puritanic hangovers, have provided a fertile 
field for the promotion and sale of harmful 
or ineffective proprietary remedies. A large 
part of the book, therefore, consists of popu- 
lar medical instruction followed by an ap- 
praisal of advertised remedies. They hope 
to present information so that women “will 
meet with a healthy skepticism the scientific- 
sounding falderal now so prevalent.” 

There is little or no original data included. 
Information has been assembled from pro- 
fessional medical journals and reports. Fre- 
quent reference is made to the reports of 
Consumers Union, the American Medical 
Association, and the Federal Trade Com- 
mission. The authors “name names’ but 
only when documented by published in- 
vestigations which are not ordinarily read by 
the lay public. 

Most of the popularly advertised remedies 
are wholeheartedly condemned on several 
grounds. The writers believe that the ad- 
vertising is false and misleading. In many 
cases no remedies or devices of any sort are 
necessary and their use is harmful. The prod- 
ucts do not do the things which advertisers 
claim they will do. The manufacturers are 
attacked on the grounds of making excessive 
profits. The most tragic thing, according to 
the authors, is that many products are defi- 
nitely harmful and that included among these 
are well-known and nationally advertised 
ones. 

The volume was evidently written before 
the amending of the Pure Food and Drug 
Act and the passage of the Wheeler-Lea 
amendment. This legislation has corrected 
to some extent the abuses discussed. Despite 
the fact that it is not a scholarly book, it 
is a worthwhile addition to any library on 
consumer education, and should furnish 
many case studies of unethical advertising 
to students of advertising. 

CHARLES T. TAYLOR 
Georgia State College 


B.—ABsTRACTS OF ARTICLES FROM THE 
ScIENTIFIC JOURNALS AND Nores ON 
PAMPHLET MATERIALS 


By Reavis Cox, University of Pennsylvania 





Pricinc Po.iciEs IN THE AUTOMOBILE IN- 
pustry, by Homer B. Vanderblue. From 
the Harvard Business Review, Summer, 
1939, Pp- 385-401. 

Automobile prices are “administered” 
(i.e., set by the manufacturers in the first 
instance) and “rigid” (i.e., once set they are 
normally maintained throughout the model 
year). These terms imply anti-social prac- 
tices, however, only if it can be demonstrated 
that the custom of any industry is arbitrarily 
established without sound economic and 
business justification. 

“‘Administered”’ prices are made necessary 
for automobiles by the need to acquaint 
buyers with the price they must pay for this 
form of transportation (a factor especially 
important in the early days of the industry); 
the nature of the product, which has a high 
unit cost, can vary widely in its specifica- 
tions, and must be produced unit by unit 
over a producing season; the large proportion 
of indirect costs; and the great degree of un- 
certainty as to the volume which can be 
sold in view of the competition faced from 
new cars in the same and in other price 
classes and from used cars, changes in con- 
sumer preferences, changes in consumers’ 
purchasing power, and the influence of style. 

The General Motors Corporation uses an 
administrative machinery in setting prices 
which includes: (1) A Standard Volume rep- 
resenting the management’s best judgment 
as to the normal average annual utilization 
of its productive equipment. (2) A Standard 
Return on capital employed, based upon the 
judgment of the management as to the rate 
which should be sought upon the Standard 
Volume under existing conditions. (3) A 
Standard Price, which is the price necessary 
to produce the Standard Return when sales 
equal the Standard Volume. The Prevailing 
Price (i.e., the final quoted price) deviates 
from the Standard Price (usually downward, 
but sometimes upward) in accordance with 
the management’s judgment of consumer 
demand for the car as affected by alternative 
sources of supply and other factors. 

(In a subsequent installment the author 
will consider the problem of price “rigidity” 
in the automobile industry.) 
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EvuropEAN EXPERIMENTS IN PROTECTING 
SMALL Competitors, by Walter Froeh- 
lich. From the Harvard Business Review, 
Summer, 1939, pp. 442-452. 


In the eighteen eighties the nations of 


Central Europe and the Danube Basin be- 
gan to adopt, and they have since constantly 
expanded, measures designed to protect 
small competitors in industry and trade. The 
first method used was to require newcomers 
to pass formal examinations, ostensibly to 
bar incompetence, actually to prevent “over- 
crowding.” This soon led to the requirement 
of unpaid apprenticeships of three or four 
years and this in turn to rules regulating the 
proportions of paid and unpaid workers em- 
ployers could use. Then it became necessary 
to lengthen the period of apprenticeship in- 
directly by i imposing minimum age require- 
ments for entry into the operation of inde- 
pendent enterprises. 

Effective control made necessary a further 


expansion of regulations in the direction of 


defining trades. Limitation of numbers 
would soon break down if, for example, 
“roofers” were permitted to do repair work 
on chimneys properly belonging to ““masons”’ 
or if “bakers” were permitted to produce 
cookies of a type properly belonging to “‘con- 
fectioners.””’ Furthermore, rigorous restric- 


tions had to be set upon the movement of 


craftsmen from one trade to another by re- 
quiring them to go through the long ap- 
prenticeships even though the work they 
were asked to do was essentially the same in 
both trades. 

For trades in which craft and sale techniques 
were so easily acquired as to make long ap- 
prenticeships and examinations impractic- 
able, systems of licenses were set up. These 
could be issued only when public authorities 
decided that “local demand” was broad 
enough to warrant the establishment of a 
new enterprise. Since in some districts new 
enterprises were not permitted over periods 
of decades, newcomers must buy licenses 
from those already in business or their heirs, 
often ata high cost. For example, there have 
been times in Vienna when a taxicab license 
cost more than the cab itself. In some in- 
stances, the licensing system eliminated both 


chain stores, through restrictions upon the 
number of licenses one enterprise could own, 
and small independents, through the high 
cost of the license. Sometimes, as with 
pharmacies, strict limitation of numbers 
carried with it the fixing of the number of 
each store’s employees, the wages paid 
them, the location of the store, and the prices 
to be charged, which were very high. Li- 
censes were sometimes leased, rather than 
sold, to enterprises, whose owners could not 
sell them or pass them on to their heirs. 
Suci licenses were commonly acquired 
through political favor and carried with 
them substantial incomes for life. 

As a further step in making regulation 
effective, price control designed to keep 
prices up (as distinct from the attempts to 
hold prices down during inflation) came in 
after the war. In retailing it has tended to 
prevent selling below the usual profit margin 
and selling by unusual pricing methods. 

In summary: To restrain the tendency 
toward perfect competition where competi- 
tors are numerous: (1) Competitors must be 
limited in number. (2) Competition among 
those in trade must be further limited 
through allocation of markets, restriction of 
sales promotion, and prevention of substan- 
tial changes in the size or form of enterprises. 
Since these controls result in high fixed 
charges (such as the high license costs), they 
lead to trouble in times of business depres- 
sion and thus, in time, to detailed regulations 
of prices, business policies, wages and turn- 
over. The next step is agitation for monop- 
olies in the interest of various business 
groups. This makes support of the Fascist 
program of state intervention and control 
seem logical; but the result must be disil- 
lusionment, because National Socialism, 
through its emphasis upon “rationalization” 
and preparation for war, must tend to favor 
big rather than little business. 


REPRESENTATIVE SAMPLING IN LARGE-SCALE 
Surveys, by Frederick F. Stephan. From 
the Yournal of the American Statistical 
Association, June, 1939, pp. 343-352. 


The usefulness of sample surveys is well 
established; but the sampling procedure 
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must be designed to minimize expense and 
practical difficulties without greatly reduc- 
ing reliability. Although the forms taken by 
sampling schemes are very numerous, the 
sampling procedure may be regarded as 
consisting of eight distinct steps (sometimes 
combined in practice), each of which must 
be handled with skill: (1) Choice of a “‘uni- 
verse” or “population” to be sampled; (2) 
Discovery of a suitable means of access to 
the population; (3) Choice of a unit of 
sampling; (4) Choice of a method of selecting 
the sample; (5) Actual selection of a sample; 
(6) Securing data for the units in the sample; 
(7) Tabulation and analysis of the sample 
data; (8) Application of the sample data to 
the problem in hand. It is necessary to work 
out methods of testing so as to eliminate 
both random and systematic errors. 


REPLACEMENT DEMAND FOR CONSUMERS’ 
DuraB_e Goons, by Edwin B. George. 
From the Fournal of the American Statisti- 
cal Association, June, 1939, pp. 261-268. 


Three important factors affecting con- 
sumers’ buying motives must be considered 
in analyzing what is likely to happen to the 
replacement demand for consumers’ durable 
goods: (1) The rate at which old equipment 
wears out or becomes obsolete; (2) The re- 
action of the consumer to continuing tech- 
nological improvement; (3) The future of 
style as a selling force. What is likely to hap- 
pen in these fields is sheer speculation, al- 
though a number of “impressions” as to 
what may happen can be advanced. It may 
also be noted that, as replacement demand 
falters, the demand for services and repairs 
on old equipment increases. Attention 
should also be given to the influence of credit 
policies in curtailing or increasing replace- 
ment demand. 


COLLECTION AND INTERPRETATION OF IN- 
veNTORY Data, by Walter Mitchell, Jr. 
From the Yournal of the American Statisti- 
cal Association, June, 1939, pp. 283-290. 


We have vastly more inventory data and 
accompanying sales data than were pub- 
lished a few years ago. Our first task now 
lies in the field of interpretation, gathering 


the instruments which will make for more 
accurate interpretation of the available 
figures. Our second task is the expansion of 
reporting to cover more fields of industry and 
trade. Our third task is to relate the behavior 
of inventories and sales to the “working 
capital crises” in business. 


Vo.tuntary Controt or Unrair Business 
Practices, by Lincoln Filene. From the 
Harvard Business Review, Summer, 1939, 
PP- 434-441. 

The Committee for Voluntary Control of 
Unfair Trade Practices is concerned pri- 
marily with working out procedures for the 
control of unfair trade practices which occur 
in the ordinary day-to-day relationships of 
buyer and seller. In general, these practices 
violate good business usage and custom 
rather than law. They arise either from hon- 
est misunderstandings as to the terms and 
conditions of a business transaction or from 
attempts by unscrupulous business men to 
take unfair advantage in the market at the 
expense of the business firms with which they 
are dealing. 

This committee proposes the setting up of 
joint codes of unfair trade practices by co- 
operation between buyer groups and seller 
groups and enforcement of the rules through 
“clearing houses” organized under the joint 
control of the supporting industries. These 
“clearing houses”’ would receive confidential 
complaints of violations of code provisions, 
notify offending members of the industry, 
give them an opportunity to correct their 
violations, and keep confidential records of 
complaints, adjustments and failures to ad- 
just. If desirable, recourse could be had to 
trade practice conferences, since recent laws 
have greatly broadened the scope of the Fed- 
eral Trade Commission’s powers over trade 
practices. 


RunNING COMMENTS ON OTHER ARTICLES 


Some judgments concerning the effects of 
large discounts and of pressure for price re- 
ductions from buying syndicates upon the 
well-being of millinery manufacturers and 
cheir employees, are offered in an article by 
Paul F. Brissenden, “Progress and Poverty 
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in Millinery Manufacturing,” Yournal of 
Business of the University of Chicago, April, 
1939, Pp. 111-131. Professor Brissenden’s 
article is based upon a more detailed study 
which has been published only in mimeo- 
graphed form. 

Marketing men (practitioners or formal 
students) will find some points of interest in 
Charles I. Gragg’s discussion of “Reform 
Law and Business Statesmanship,” in the 
Harvard Business Review, Summer, 1939, pp. 
414-433. Professor Gragg’s thesis is that be- 
yond accepting and understanding reform 
laws of the kinds passed so frequently since 
1933 and beyond achieving “mere legalistic 
compliance with their provisions,” the busi- 
ness manager has a responsibility “for ex- 
ploiting constructively, in the full sense of 
that term, his business opportunities” under 
the new rules, “as well as for taking ap- 
propriate steps to improve the substance of 
the laws themselves.” 

A critical analysis of some commonly 
voiced “explanations” of the vertical inte- 
gration typical of enterprises in the iron and 
steel industry throughout the world, is pre- 
sented by S. R. Dennison in the Economic 
Fournal, June, 1939, pp- 244-258, under the 
title ‘Vertical Integration in the Iron and 
Steel Industry.’”’ Mr. Dennison discards the 
most frequently cited “advantages” of verti- 
cal integration in the fields of finance and 
operating techniques. He turns, rather, to 
“market strategy” in various forms as his 
explanation. 

Q. Forrest Walker, of R. H. Macy & Co., 
pays his respects to misinterpretation and 
misuse of “‘external’’ statistics (#.e., data 
other than those of the individual firm using 
the statistics) in the June, 1939, issue of the 
Journal of the American Statistical Associa- 
tion, pp. 277-282. What he has to say is well 
worth reading by marketing men who work 
with such statistics. 

Students of at least two areas of marketing 
—international trade and risk-bearing—will 
find matters of interest in “Export Manage- 
ment and Exchange Control,” by P. F. A. 
Prance, Harvard Business Review, Summer, 
1939, pp. 491-Soo. Mr. Prance is concerned 
particularly with the ways in which the 


world-wide control of exchange by govern- 
ments affects the trading and financial risks 
assumed by exporters and importers. 

“The Consumer and Consumption in 
Recent Literature,” by H. R. Tosdal, Har- 
vard Business Review, Summer, 1939, pp. 
508-514, offers an evaluation of several 
books published in recent years. It will be a 
useful supplement to “The Development of 
the Field of Consumption,” by Hazel Kyrk, 
in the July issue of THE JOURNAL OF MAR- 
KETING. 


Nores on PAMPHLET MATERIALS 


MarKeTING ReseEARCH ACTIVITIES OF 
Manuracturers, by Elma S. Moulton. 
Washington: Bureau of Foreign and 
Domestic Commerce, April, 1939. 


This publication summarizes the results 
obtained in a survey of the use of marketing 
research by manufacturers conducted by the 
Bureau of Foreign and Domestic Commerce 
with the aid of an advisory committee from 
the American Marketing Association. Ques- 
tionnaires were sent out to 869 manufac- 
turers, and usable replies were received from 
556. It was found that 127 companies con- 
ducted some research themselves in 1937, 
22 had such work done for them by outside 
organizations, and 61 did some research 
themselves and also had research done by 
outside organizations. The report presents 
data on the amounts spent for marketing 
research, the organization of research, the 
subjects and types of research conducted, 
and the availability of research studies. 


A Meruop or DELINEATING RETAIL TRADE 
Zones, by Austin S. Bratcher. Tucson: 
School of Business and Public Administra- 
tion, University of Arizona, July, 1939. 


Professor Bratcher here amplifies the 
description he presented in the January, 
1939, issue of THE JOURNAL OF MARKETING 
of his method of delineating retail trade 
zones through the tabulation of out-of-town 
checks deposited by retailers in the banks of 
a trading center. The present discussion adds 
to that previously published a description of 
the method’s utility in delineating trade zones 
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for particular types of retail outlets, as dis- 
tinct from trade zones for trading centers as 
a whole, and a statement of the method 
which may be used to work up maps showing 
intensity of out-of-town retail trade in vari- 
ous parts of the trade zone. 


A Business ApproacH TO Farm Sur- 
PLusES, by Douglas G. McPhee. Wash- 
ington: National Association of Food 
Chains, 1939. 


In this pamphlet Mr. McPhee presents the 
food chains’ story of the widely publicized 
programs through which they have moved 
farm “surpluses” into consumption during 
the last four years and simultaneously built 
up some badly-needed good will among 
farmers. The work done has included spec- 
tacular nation-wide campaigns to sell sur- 
pluses of such products as canned peaches, 
beef, dried fruits, apples and eggs; less 
spectacular nation-wide or sectional “‘pro- 
motions’’; and the performance of a number 
of services such as providing opportunities 
for conferences between farmers and chain- 
store operators on mutual problems, setting 
up stabilization committees to develop long- 
range programs for specific commodities, 
organization of continuing trade relations 
between producers’ organizations and chains, 
and conducting market-research projects. 
In addition to describing the work done, the 
author endeavors to evaluate it from the 
point of view of farmers, chain stores and 
consumers. 


CLevELAND Market Data HAanpbsBook: 
1939 Epition, by Howard Whipple Green. 
Cleveland: Real Property Inventory of 
Metropolitan Cleveland, June, 1939. $1.00 


Another of the well-known and widely 
used reports of the Real Property Inventory 
of Metropolitan Cleveland, this one presents 
data bringing down to 1938 (in most in- 
stances) the record of Cleveland and Cuya- 
hoga County on population, cost of living, 
employment, telephones, automobiles sales 
and registrations, transportation, postal re- 
ceipts, bank deposits, construction, relief ex- 
penditures, public finance and taxation, and 
other factors important in measuring the 


Cleveland market. The statistical data are 
presented successively in brief textual sum- 
maries, charts and tables. Most of the statis- 
tical series are carried back to 1900. 


SurvEY or Buyinc Power. New York: 
Sales Management, April 10, 1939. $1.00. 


In this tenth edition of its familiar source 
book for marketing men, Sales Management 
presents its estimates on the “effective buy- 
ing power” of the country in 1938. The data 
presented include estimates of population, 
the proportion of farm and non-farm work- 
ers, retail sales, automobile sales, and effec- 
tive income. They are presented for the 
country as a whole, and for sections, States, 
counties, cities and trading areas. New fea- 
tures in the present edition include separa- 
tion of the income of white families and in- 
come of all families, car registrations by 
counties, presentation of data for the 187 
major trading areas mapped out by Batten, 
Barton, Durstine and Osborne, a scale-of- 
living index for cities, and the use of a larger 
number of pictographs in presenting the 
data. 


EXPENSES AND Prorits oF Limirep Price 
Variety CHAINS IN 1938, by Stanley F. 
Teele. Boston: Harvard University, Bureau 
of Business Research, June, 1939. $1.00. 


Net sales of 44 variety chains reporting 
totalled $872,729,920 in 1918. Net cost of 
merchandise sold represented 63.53 per cent 
of this; salaries and wages, 15.78 per cent; 
tenancy costs and related expenses, 12.16 
per cent; and other expense, §.73 per cent. 
Total cost thus amounted to 97.20 per cent, 
leaving a net profit of 2.80 per cent. The 
addition of 3.22 per cent net other income 
made the “net gain” 6.02 per cent. 

In comparing 1937 and 1938, figures are 
used from 15 identical firms for which data 
are available covering the entire period 
1929-1938, except 1930. The net profit rate 
for these companies fell substantially be- 
tween 1936 and 1937 and fell again drasti- 
cally in 1938, the figure for that year having 
been lower than during any year since 1929 
except 1932. The fall in the profit rate be- 
tween 1937 and 1938 resulted from a con- 
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traction of the gross margin rate and an in- 
crease in the expense rate. Gross margin fell 
apparently because of efforts to reduce in- 
ventories. Expense rose to a new high record 
rate for the decade under review, the most 
important increases in individual items hav- 
ing been in tenancy costs and taxes. 


OperATING ReEsutts OF DEPARTMENT AND 
SPECIALTY SToREs IN 1938, by Malcolm 
P. McNair. Boston: Harvard University, 
Bureau of Business Research, May, 1939. 
$2.50. 


For 1938, 430 firms operating 547 depart- 
ment stores reported aggregate sales of 
$1,459,595,863. The total merchandise cost 
represented 63.75 per cent of this, and other 
costs represented 37.40 per cent, making a 
total cost of 101.15 per cent and leaving the 
stores with a net loss from merchandising 
operations of 1.15 per cent. Other revenue, 
however, equalled 3.8 per cent, so that the 
net business profit amounted to 2.65 per 
cent. In contrast, corresponding data for 
1937 from 458 firms operating 532 stores 
showed a net profit from merchandising 
operations of 0.45 per cent, increased by 
other revenue to a net business profit of 4.15 
per cent. Results for 1938 thus continued the 
unfavorable trend in evidence since 1936. 

Gross margin held practically stationary 
at a level only 1/10 of 1 per cent below the 
highest figure ever achieved in the depart- 
ment store business; but expenses increased 
by nearly 1.5 per cent of sales. The increase 
in costs affected all the major items of ex- 
pense. Stores with sales between $500,000 
and $750,000 achieved the highest ratio of 
earnings both to net sales and to net worth 
among the various size groups. 

Specialty stores also had an unsatisfactory 
year in 1938. Reports from 99 stores with 
aggregate sales of $152,800,000 showed a 
gross margin of 37.1 per cent; total expense 
of 37.5 per cent; a net loss from merchandis- 
ing operations of 0.4 per cent; other revenue 
of 2.7§ per cent; and a net gain or business 
profit of 2.35 per cent. As with the depart- 
ment stores, these stores showed virtually 
no change in gross margin between 1936 and 


1938, but experienced a substantial increase 
in the expense rate. 


CuRRENT TRENDS IN CHAIN STORE TAXxa- 
TION. New York: Carl Byoir and Associ- 
ates, Inc., 1939. 


This pamphlet offers a miscellany of items 
on the current status of chain-store taxes, the 
general tone being one of cheer for the chains 
on the ground that no new States imposed 
discriminatory taxes in 1939, that pressure 
for the repeal of such laws is heavy in many 
parts of the country, and that the important 
court decisions of the year have favored the 
chains. Students of marketing will find most 
useful the appendices which present the 
current status of chain-store taxation in 
tabular form. 


C. Dicests or Some LEADING ARTICLES 
ON MARKETING FROM TRADE 
JourRNALS 


By Henry A. Burp, University of 
Washington 


FAMILIES AND How Tuey Live. From 


Printers’ Ink, June 15 et seq., 1939. 


Because of the importance of the family 
as a buying unit, Printers’ Ink published, 
June 15, the first (the New England states) 
of twelve statistical studies of the families of 
the U. S. and how they live. The second 
study, covering New York and New Jersey, 
was published July 28, and thereafter one 
each month. 

These studies, like the Market Explora- 
tions of Printers’ Ink Monthly, consist of 
two units: a map, and statistical tables. Each 
map shows cities divided into four size 
groups, Contiguous Metropolitan Areas are 
shaded for cities of 50,000 population, and 
key numbers refer to the accompanying 
tables. 

The analysis of the family picture is di- 
vided into four tables, each constructed 
differently but in such a way as best to re- 
veal the family as a marketing unit. A Fam- 
ily Index is then arrived at by a formula 
determined by combining and weighting 
those factors which are deemed most im- 
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portant in indicating living standards. From 
this base is determined the number of Selec- 
tive Market Families in each city of more 
than 25,000 population. 

A Selective Market Family represents a 
group that maintains those standards of 
living which have come to be accepted as the 
standards of those families which represent 
a satisfactory market for generally adver- 
tized products. In using the term, “Selective 
Market Families,” Printers’ Ink does not 
pick out a small upper group of prospects 
for so-called quality merchandise. Rather, 
it eliminates the bottom group which can 
be of little marketing interest to the great 
majority of advertisers. The Selective Mar- 
ket Families in any city will include all fam- 
ilies that are prospects for quality products 
but, in addition, “will include many more 
families that, although they may not live in 
exclusive sections of their cities and ride in 
the most expensive cars, do, however, in the 
aggregate offer a steady, rich and important 
market.” 


TuHat’s WHERE Your Foop Money Goes, 
by Robert W. Gordon. From Nation’s 
Business, July, 1939. 


The age-old cry of the consumer that the 
jobber unnecessarily increases the cost of 
food is examined through the medium of 
California oranges in the Washington, D. C. 
produce market. On May 13, 1939, the fol- 
lowing figures made up the retail price: 


Retailer’s Margin 


ak ia orn ane 0.73 
Jobber’s Margin.............. .20 
Ee hGsh wh nkedaend sas 05 
Auction Commission.......... .048 
Freight and Ice............... 1.108 
Sales Commission (Calif. Fruit 
NE ab ook a kbwwes <4 .087 
Ee .05 
ee .126 
Hauling from orchard......... .038 
ee .49 
Left for the Grower........... .453 
Pee BOG POP........0.55 8 


Most growers belong to cooperatives 
which grade, stamp, wrap, ship, and sell the 


fruit through brokers who charge $20 per car 
regardless of the price of the oranges. The 
jobber serves as a warehouse for the 150,000 
small retail outlets which sell only small 
quantities. Competition insures that his 
charge remains reasonable. 


TALENT FOR SELLING, by Don E. Gilman. 
From Western Advertising, August, 1939. 


The subtitle, ““The Wedlock of Entertain- 
ment and Advertising,” is really the key to 
this article. Mr. Gilman, western vice-presi- 
dent of NBC, sees in the skillful union of 
entertainment and advertising an economic 
lifebelt which has saved or helped save the 
huge broadcasting business, the radio re- 
ceiver manufacturing industries, the the- 
atrical profession, the musicians, the musical 
instrument industry, the transcription busi- 
ness, lecturers, entertainers, directors, writ- 
ers, and others. 

Free entertainment to promote the sale of 
merchandise is traced from the early medi- 
cine man and buncombe artist with their use 
of magic, anecdote, drama, song and dance, 
through the traveling dealer and sales con- 
vention road show, to the present day radio 
variety program, and the cartoon illustra- 
tion and humorous copy in newspapers, 
magazines, car cards, and posters. 

The evolution of the big star radio show 
from the time, a short while ago, when the 
featured star apologized for his semi-ethical 
excursion into an unexplored land is inter- 
estingly documented down to Bergen 
McCarthy and Jack Benny. With the com- 
ing of television advertising will have a new 
instrument in which to incorporate enter- 
tainment calculated to direct attention to 
merchandise. 


How Rapio MEasuwreEs ITs AUDIENCE. From 
Printers’ Ink Monthly, July, 1939. 


Radio, the youngest mass-advertising 


medium, has made rapid strides in develop- 
ing new techniques of both qualitative and 
quantitative measurement. Dr. Frank Stan- 
ton’s detailed outline of the devices generally 
used in measuring program-station audiences 
(the basis for a fall book by the Princeton 
University Press) is given. 
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Quantitative measurements of radio gen- 
erally employ the estimate of the Joint Com- 
mittee of Radio Research on the number of 
radio sets in the U. S. Outstanding qualita- 
tive measurements are the program rating 
reports issued by the Cooperative Analysis 
of Broadcasting and by C. E. Hooper, Inc. 
There is presented a description of what 
these ratings are, what they mean, and how 
they are compiled. 

Automatic recording devices, attached to 
individual receiving sets, which tell the time 
of day a set was tuned in, the station tuned 
to, the audience turnover, total listening 
time, etc., and which are being extensively 
tested by The Nielson Company and by 
Crossley, are described in detail. 

Drs. Weld and Stanton are quoted at 
some length in distinguishing between sta- 
tion coverage and listening areas and de- 
scribing methods of measuring both. 


Yes, Super-Markets Grow, But THERE’s 
A Limit, by Dr. C. F. Phillips. From 
Printers’ Ink, July 28, 1939. 


Some of the enthusiastic prophecies of 
M. M. Zimmerman concerning the future of 
super-markets need qualification. Whereas 
independents started the super-market 
movement in an effort to best the chains, 
they are now losing their foothold as the 
chains introduce supers of their own. There 
is also a limit to the savings possible in this 
form of large-scale retailing. As increasing 
competition reduces the margin of saving, 
and additional ser-ices increase overhead 
and raise prices, consumers will be less in- 
clined to patronize the super-market. 

Other limitations are the fact that super- 
markets have been unable to deal success- 
fully with other lines of goods than groceries, 
and the fact that they must be located in a 
large concentration of population. 


Some ADVERTISED Goops Cost More THAN 
UNADVERTISED; Let’s Be _ SENSIBLE 
Asout It, by L. D. H. Weld. From 
Printers’ Ink, July 7, 1939. 


Advertising is the hand-maiden of large- 
scale production and helps to reduce prices. 


This causal relation is difficult to prove 
mathematically because of numerous com- 
plicating factors. The fact remains that 
many advertised goods sell at higher prices 
than non-advertised goods, but in most 
cases they are taking advantage of a market 
created by the advertiser. Some unadver- 
tised products are of equal quality with ad- 
vertised goods; some are even better. In most 
cases they have purely local appeal, and uni- 
formity of quality is not so important. 
“The point is that the present marketing 
cost, even though it is high for many com- 
modities, is lower than it would have been 
if the same volume of distribution and the 
same universal availability of the product 
had been achieved without advertising.” 


ABERCROMBIE & Fircn. From Fortune, July, 

1939. 

Abercrombie & Fitch, world renowned 
sporting goods specialty store of New York 
City, with an inventory of 13 million, has 
an annual turnover less than 23 times. It 
places quality, beauty, or durability of its 
goods above all other considerations; its 
policy does not countenance clearance sales 
except in style merchandise; its sales tech- 
nique militates against quick turnover or 
heavy volume; but (and) it has built up a 
unique customer loyalty. 


Be Wary or Brancues. From Forbes Maga- 
zine, August I, 1939. 


Manufacturers’ branches were developed 
as a better means of service to customers. 
With present means of communication, how- 
ever, most concerns could increase their 
profits by dropping their branches. 

This is true because, in practice, branches 
are remote from responsible executives and 
expert technical men; branch salesmen be- 
come messenger boys and branch executives 
mere correspondents. While branches in 
theory provide closer contact against com- 
petitive inroads, they are unnecessarily ex- 
pensive. It is suggested that they be sup- 
planted by company advertising, and by 
liberally rewarded dealers operating on their 
own capital. 
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U.S.S.R. Uses Time anv Space. From 
Advertising & Selling, August, 1939. 


Soviet Russia, omitting advertising sales- 
men and agencies, uses the capitalistic tech- 
niques of advertising to publicize goods in 
adequate supply, and in the sale of food to 
encourage a more varied and nutritious diet. 

Food Commissar Mikoyan differentiates 
Soviet from capitalistic advertising as, “‘not 
blatant and deceptive, for the sake of palm- 
ing off an adulterated and trashy product on 
the consumer.” 

The advertisements illustrating this arti- 


cle identify goods by trade marks and fac- 
tory names. 


How Caré Rico Finessep Its Way into 
Our Competitive Corree Market, by 
M. T. Fisher. From Sales Management, 
August I, 1939. 

This is the inside story of the selection of a 
product, the choice of a name, the produc- 
tion and packaging of “rich coffee,” the 
advertising of a coffee “for occasions, not an 
occasional coffee,” and its distribution 
through jobbers to selected high class stores. 
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Oct, 1, 1939 
A Letter from the President: 


To the Membership: 


A copy of an important report prepared 
by the Committee on Professional Standards 
has been sent to each member of the Associa- 
tion. This committee, under the chairman- 
ship of Ferdinand C. Wheeler, ably assisted 
by Paul Cherington and Hugh Agnew, has 
devoted much thought and effort to this 
report. Each member is urged to study it 
most carefully and to make note of any 
thoughts or suggestions which occur to him. 
At the annual business meeting in Philadel- 
phia in December, the report will be the sub- 
ject of special consideration by the member- 
ship. You are urged to have your ideas ready 
for discussion at that time. In the meantime, 
any questions or thoughts which occur to 
you should be sent to the committee or to 
me as we want the full and free expression of 
the membership on this important issue. 

It should be emphasized that the Associa- 
tion is at this time merely studying the pro- 
posal to work out professional standards in 
the field of marketing. No final decision has 
been reached nor will any be reached without 
the consent of the majority of the member- 
ship after everyone has had full opportunity 
to express himself. 

Your attention is also called to the fact 
that next year (1940) will be the twenty- 
fifth anniversary of the founding of the 
earliest professional association in the field 
of marketing. A committee has been set up 
under the chairmanship of Fred E. Clark, 
consisting of Paul Converse, Hugh Agnew, 
Frank Coutant, Paul Cherington and Nat 
Barnes, to make preliminary investigation 
of the early history of the marketing associa- 
tion and its predecessor organizations in 
anticipation of a Silver Jubilee celebration 
next year. Each member is urged to cooper- 


ate with this committee by forwarding any 
information or suggestions he has that may 
be helpful. 
Sincerely your, 
N. H. EnGie 
President 


A Note on Publication of Proceedings 


The papers that were read at the spring 
meeting of the Association in Chicago last 
May came to the Editor’s desk in due time. 
Their presence raised again a question 
which has been before the Association; 
namely, the desirability of publishing trans- 
actions of the official meetings of the Associa- 
tion in addition to, and separate from, the 
regular quarterly issues of THE JOURNAL OF 
MARKETING. Clearly the papers as presented 
were too long to publish in full in the jouRNAL 
if anything else was to be given space in the 
present issue. Consequently, we suggested to 
Vice President Cowan, General Chairman 
of the Chicago meeting, that the papers be 
abstracted for publication. This Mr. Cowan 
undertook to do. 

The present opinion of the Editor is that 
we asked Mr. Cowan to do an impossible 
thing. Each of the papers dealt with a 
specific case which was illustrative of certain 
general principles or policies in marketing. 
The generalizations have been so often re- 
peated that they seem elementary and 
commonplace when stated without the sup- 
porting illustrations. The illustrations, on 
the other hand, cannot be briefed without 
loss of their individuality and specific factual 
nature. 

The Editor has consequently decided to 
omit the abstracts from the present issue of 
the yourNAL. This is done with considerable 
reluctance. We would like to refer back to 
the membership of the Association for full 
discussion at the December meeting, the old 
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question of separate publication of proceed- 
ings of the convention. This matter involves 
not only a question of editorial policy, but 
also an important question of finance. 
Rowanp S. VAILe 
Editor-in-chief 


The Placement Committee Asks Cooperation 


Three years ago the A.M.A. started a 
placement service. It was placed in the hands 
of a very capable committee and every mem- 
ber was contacted. If they desired to be 
placed on the list of those available for posi- 
tions they were supplied with blanks. About 
200 of these applications have been received 
to date. Another type of registration form 
was sent for use by those who had positions 
to offer. During the period which was so 
difficult, few consulted us. Where we did 
receive requests several names were gener- 
ally suggested and in a great many cases 
contacts were made and advantageous con- 
nections resulted. The committee, through 
its chairman, is still getting requests from 
individuals who need employment, but un- 
fortunately, those with positions to offer 
have not continued to consult us. 

Individuals in the teaching profession and 
those who are in the practical business world 
sometimes ask for suggestions but few of 
them come from our own members. With a 
pickup in the commercial world and with 
many requests from universities, it is to be 
hoped that our members will keep in mind 
that we are ready to serve both those who 
need employees and those who would like to 
make a new connection. Will you send any 
requests to the Placement Committee, 
American Marketing Association, J. Russell 
Doubman, Chairman, Logan Hall, Univer- 
sity of Pennsylvania, Philadelphia, Pa. 

Very truly yours, 
J. Russert DousMan 


A Note from the Membership Committee: 


The Membership Directory appears to 
have secured the hearty approval of mem- 
bers in all sections of the country. Although 
it is not a bound and printed volume, such 
as those prepared by some of the other asso- 
ciations, still it is just as effective for use 


and its cost was very nominal. Furthermore, 
economy in preparation was a prime requi- 
site for the membership is increasing rapidly 
and thus a directory will be out of date 
shortly. Low cost achieved through the use 
of lithoprinting will permit the preparation 
of a revised issue when the present one is no 
longer adequate. 

There is ample evidence that the Direc- 
tory was needed and is being used. Prior to 
this time it was necessary either to cor- 
respond with the Association Secretary in 
order to determine whether a certain person 
was a member or to get the information from 
the person directly. Moreover, information 
in regard to membership dues in the initial! 


year was not readily available. The extent of 


membership by cities, states, or regions had 
not been accumulated for easy reference. 
Through the use of the Directory it is now 
possible to determine quickly whether a per- 
son is a member, how many members there 
are in a certain area or political unit, and 
their business or academic connections. 

Data recently released by the Secretar 
of the Association shows that eighty-six new 
members were secured between January first 
and August eighth. Unfortunately there 
have been thirty-six withdrawals. However, 
this leaves a net gain in membership of fifty 
in approximately seven months. Many have 
been added in the past few weeks and the 
activity in regard to securing new members 
still seems to be gaining momentum. Those 
responsible for membership activities in the 
New York chapter are particularly to be 
commended, for thirty of the new members 
are located in New York. The Philadelphia 
and Chicago chapters have likewise been 
active. Work is also being done by individual 
members located at diverse points through- 
out the country, especially those in universi- 
ties and colleges. After such institutions open 
in September, activity should be accelerated 
and should result in applications both from 
faculty and graduate students. 

An examination of the Directory has 
brought many things to light which should 
be recognized and, where possible, corrected. 
Correspondence has revealed that there are 
errors in the Directory in regard to location 
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and business connection of members. The 
Secretary of the Association had not been 
informed of such changes and therefore his 
records were not up-to-date. Attention has 
likewise been drawn to the fact that our na- 
tional coverage is very spotty. There are 
many schools and colleges in which market- 
ing courses are being taught which do not 
have representation in the Association. Cer- 
tain important companies which have a 
large staff of marketing executives are in 
like position. Many states have but one or a 
very few members. These conditions strongly 
emphasize the fact that there is a large un- 
cultivated market for solicitation by those 
who are now members and who strongly be- 
lieve that the Association has something of 
value to offer to other people who are en- 
gaged in marketing activities. 
D. M. PHELPs 
Chairman—Membership Committee 


Ballot Procedure: 


The ballot for 1940 officers deserves some 
explanation. The check ballot is placed in 
the official return envelope which is signed 
by the voter’s name on the outside. The offi- 
cial ballot envelopes are checked by the 
Secretary’s office and turned over to the 
Tellers Committee without being opened. 
The Tellers Committee is instructed to re- 
move and destroy all envelopes before count- 
ing any of the ballots. In this way a secret 
ballot is secured. This technique is the best 
which the Board of Directors has been able 
to formulate, although suggestions for fur- 
ther improving the methods of voting will be 
welcome. 


PERSONAL NOTES 


The Marketing Department of the Whar- 
ton School of Finance and Commerce at the 
University of Pennsylvania has announced 
the following appointments: 


Edward R. Hawkins, recently at Pennsylvania State 
College, to be assistant professor of marketing. 
Dickson Reck, formerly with the Square D Company 
at Detroit, Michigan, and more recently a graduate 
student at Columbia University and a member of 
the staff of the National Bureau of Economic Re- 
search to be lecturer in marketing. 

Richard M. Clewett, recently at the University of 
California, to be an instructor in marketing. 


Changes which have occurred in the Bu- 
reau of Foreign and Domestic Commerce 
are: 

Bruce Berckmans, formerly Vice President of Berst- 
Forster-Dixfield Company, has been appointed 
Technical Adviser in the Bureau of Foreign and 
Domestic Commerce, to be concerned particularly 
with marketing problems. 

Doctor M. Lowell McElroy has joined the staff of the 
Bureau of Foreign and Domestic Commerce as 
Chief of the Market Data Section of the Market- 
ing Research Division, having resigned as staff 
member in charge of statistics and accounting of 
the Millers’ National Federation, with headquar- 
ters in Chicago. 


The A. C. Neilsen Company has recently 
appointed L. E. Scriven as Managing Direc- 
tor of its London office and has moved Dr. 
E. L. Lloyd to the same office. 

Thomas F. Jones, formerly of Ohio State 
and Michigan State, has been appointed 
Assistant Professor of Economics at Lehigh 
University. He is taking the place of your 
Secretary whose address will be: The School 
of Business, Indiana University, Blooming- 
ton, Indiana, after September 1. 

Note change in the address of the Secre- 
tary to: Indiana University, Bloomington. 


AVAILABLE PUBLICATIONS 


The Bureau of Business Research at the 
University of Illinois has available for dis- 
tribution a few copies of each of the follow- 
ing publications: 
No. 36, Grocery Wholesaling in Illinois from 1900 to 
1929. 

ge Business Mortality of Illinois Retail Stores 
from 1925 to 1930. 

No. 54, 4 Balance Sheet of the Nation’s Economy. 

No. 56, The Financial Policies and Practices of 
Automobile Finance Companies. 

No. 59, Trends in Rural Retailing in Illinois, 1926 to 
1938. 

The Chamber of Commerce of the United 
States of America has available for distribu- 
tion a new study entitled “Use of Trade As- 
sociation Statistics in Retailing.’’ Requests 
should be addressed to Philip P. Gott, Man- 
ager of the Trade Association Department, 
Chamber of Commerce of the United States 
of America, Washington, D. C. 

The following new members have been 
welcomed to our group: John W. Baker of 











222 


THE FOURNAL OF MARKETING 





Calkins and Holden, New York City; Ezra 
T. Benson of the National Cooperative 
Council, Washington, D. C.; Theodore H. 
Brown of Harvard University; John C. 
Dabney of the Harris-Seybold-Potter Co., 
Dayton, Ohio; Virgil Dassell of Capital 
University, Columbus, Ohio; J. Craig David- 
son of Compton Advertising, Inc., New 
York City; Lewis W. Forman of Blooming- 
ton, Illinois; Eugene F. Galvin of the Market 
Engineering Associates, Chicago; Albert E. 
Germer of the Outdoor Advertising Associa- 
tion of America, Inc., Chicago; Thomas R. 
Hopkins, Jr., of Beaumont & Hohman, Ad- 
vertising, Omaha; Morris Kaufman of the 
Bureau of Foreign and Domestic Com- 
merce, Washington, D. C.; Kenneth Lawyer 
of the Department of Public Instruction, 
Springfield, Illinois; Henry D. Lytton of 
New York City; Malcolm L. Merriam of the 
Bureau of Foreign and Domestic Commerce, 
Washington, D. C.; Alvin A. Meyrowitz of 
Market Analysis, Inc., New York City; 
George R. Terry of the Formica Insulation 
Company, Chicago; Sheldon Uttal of Faw- 
cett Publications, New York City; William 
F. Wolf of Batten, Barton, Durstine and 
Osborn, New York City; and Charles S. 
Wyand of Pennsylvania State College. 


Chicago Chapter 


Officers of the Chicago chapter for the 
1939-40 year are C. C. Chapelle, President; 
Carl Sundberg and S. Teitelman, Vice- 
Presidents; J. J. Martin, Secretary; and 
S. F. Townsend, Treasurer. 

The Chicago Chapter served as host at 
the mid-year meeting of the Association, 
which was held at the Medinah Club, Chi- 
cago, May Ig and 20. Over 200 attended a 
most interesting series of meetings during 
the two-day session. Don Cowan, retiring 
president of the local chapter and vice- 
president of the national, was program 
chairman. 

The chapter honored Ed Scriven at a 
Farewell Dinner, July 6, at the Sportsman’s 
Club. Approximately fifty of Ed’s close 
friends and former business associates were 
present to bid him goodbye and wish him 
success in his new position as Managing 


Director of the London Office of A. C. Niel- 
sen Company. 

The local chapter lost one of its most ac- 
tive members when Bill Ricketts accepted a 
position with N. W. Ayer & Sons in their 
home office, Philadelphia. Bill was formerly 
Manager of the Market Surveys Division 
of Booz, Fry, Allen and Hamilton. 

Program plans for the 1939-40 season in- 
clude prospects for a highly interesting series 
of meetings. The chapter usually holds about 
nine meetings a year, the first one in Sep- 
tember sometime after Labor Day and one 
each month thereafter until June. A tenta- 
tive list of the subjects to be covered dur- 
ing the year includes the Stamp Plan for 
Distributing Surplus Food Products, Dis- 
tribution Costs, Legislation, Chain Store 
Merchandising Policies, Interstate Trade 
Barriers, Sales Management, and the Con- 
sumer Group Movement. Each meeting is 
to be opened with a ten minute resume of 
the business situation by Don Cowan. 
Charts showing the latest available figures 
for leading business indices and the direc- 
tion in which they are moving will be part 
of each presentation. Also contemplated as a 
regular feature of each meeting is a short re- 
port by a member of one of the local Govern- 
ment Bureaus on current developments in 
government and business with particular 
emphasis on what’s new in marketing re- 
search. S. Teitelman is chairman of the Pro- 
gram Committee for the 1939-40 year, and 
Carl Sundberg is chairman of the Member- 
ship and Attendance Committee. 


New York Chapter 


Getting off to a slow start last Fall with 
only two serious meetings and a Christmas 
Party, the New York Chapter struck its 
stride and by the Summer Party in June was 
having two meetings a month. 

On February 15th, C. W. Farrier made an 
intensely interesting illustrated talk on 
Television—Its Past, Present, and Future. 
Mr. Farrier stated in simple precise language 
information much sought after in present 
marketing circles. Mr. Farrier is Television 
Coordinator for the National Broadcasting 
Company. 
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During February, Lawrence B. Whit as 
Chairman of the Constitution Committee 
presented a proposed constitution drafted 
with the help of Frank Hypps, Arthur 
Hirose, Archibald Crossley, Ford Samis, 
Donald Cowan, Elmo Roper, and Albert 
Haring. This constitution with a _ few 
changes was officially approved by New 
York Chapter members in March. 

With the March meeting, the place of 
meeting was changed from the Hotel Roose- 
velt to the Hotel Commodore. R. O. East- 
man was the speaker on March 23rd. Direc- 
tor of Editorial Research for McGraw-Hill 
Publishing Company, he gave a splendid talk 
on many aspects of Why as applied to 
Marketing Research. At this meeting, con- 
fidential lists of New York Chapter members 
were made available to those who did not 
already have them. 

The first April meeting was held on April 
13th. At that time it was decided to keep 
present officers until the November election 

-according to the constitution. E. P. H. 
James of National Broadcasting Company 
made a fine Master of Ceremonies. He pre- 
sented Lee Donehue of Household Magazine 
and a close follower of Dale Carnegie’s type 
of public speaking. Donehue told how to 
make a talk. Then our own Thomas Hughes, 
Vice Chairman of the Membership Com- 
mittee and Director of Research for Brown 
& Thomas followed Donehue with a perfectly 
grand speech. Hughes, with adequate illus- 
trations, demonstrated the agency view- 
point of Marketing and Research presenta- 
tions. Out of Mr. Hughes’ 18 years back- 
ground in marketing research came a wealth 
of valuable information. 

The second meeting in April was an enor- 
mous testimonial dinner held for Paul 
Cherington. Over 170 persons united to do 
homage to the grand-daddy of Marketing 
Research. People came from Washington, 
Boston, and Pittsburgh—women as well as 
men. At the speakers’ table, besides Mr. and 
Mrs. Cherington, were George Gallup, 
George Hotchkiss, Stanley Resor, David 
Robinson, D. K. David, O. M. Sprague, 
William Palmer, and Elmo Roper. 

The first meeting in May was held in the 


Hotel Commodore on May 11th. Chester 
Haring acted as Master of Ceremonies. As 
you know, Mr. Haring is Director, Market 
Research Division, Hooper-Holmes Bureau, 
Inc. Pauline Arnold, President of Market 
Research Corporation of America, gave a 
heart-to-heart talk on the market research 
organization’s viewpoint in Research and 
Marketing presentations. Arthur Hirose, 
Director of Research for McCall Corpora- 
tion and responsible for the famous McCall 
study “Traffic Flow and Shopping Habits” 
gave a fine illustrated talk on “The Next 
Great Profit Opportunity in the Automatic 
Refrigeration Business.” 

On May 25th, Edwin T. Gibson, President 
of Frosted Foods Company gave an inter- 
esting talk entitled “June in January or 
How Perishables Are Marketed Successfully 
as Staples.” 

The June 16th meeting consisted of airing 
the New York Chapter’s Pet Don’ts in 
Market Research. Earle Robinson, Director 
of Research for Federal Advertising Agency 
told a long list of his Pet Don’ts and how to 
avoid the pitfalls of others. 

The Spring and Summer season was 
climaxed by a “rip-roaring” Summer Outing 
held at the Rye Country Club on June 27th. 
Ray Robinson, Director of Research for 
Crowell Publishing Company, won the golf 
bag handicap. L. D. H. Weld, Director of 
Research for McCann-Erickson had the 
lowest score. Eric Sundquist of Daniel 
Starch & Staff won the tennis picnic-basket 
prize. Other prize winners included door 
prizes of the RCA portable radio to Frank 
Coutant, Director of Research for Pedlar & 
Ryan, a whisk-broom to Nelson Seubert, of 
Media Records and vice-chairman of the 
New York Chapter, a soft ball autographed 
by members present to H. W. Hailey, Pro- 
motion Manager of Scripps-Howard News- 
papers, a subscription of Time to L. D. H. 
Weld, Director of Research for McCann 
Erickson, a walking-seat to Samuel Gill of 
Crossley, Inc., and a bat to Rene Pepin, 
Director of Research for Capper Publica- 
tions. 

In conclusion, there should be a few words 
of praise for committee members who 
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worked so hard and accomplished so much 
so far. Ray Robinson and Thomas Hughes 
have added over 40 members since they 
were appointed by Chairman Crossley. 

“Vic” Pelz has been of great help in plac- 
ing members in jobs. If you know of avail- 
able jobs, please write or telephone “Vic” 
Pelz, General Foods Corporation, 250 Park 
Avenue, New York City. Jobs for which 
qualified applicants are available include 
sales analysis, public relations, publicity, 
marketing and market research. Other sec- 
tions please take notice, and please notify 
“Vic” Pelz when you have or hear of open- 
ings. 

Program Committee Chairman Rene 
Pepin together with H. M. Beville, vice 
chairman and Director of Research for Na- 
tional Broadcasting Company deserve a 
great deal of appreciation for their efforts. 

Frank Hypps, treasurer as well as Vice 
President in Charge of Marketing for Nor- 
ris & Elliott, Inc., deserves a lot of credit for 
collection of dues and able management of 
the Chapter’s funds. Archibald Crossley, 


Chairman as well as President of Crossley, 
Inc. should be rewarded for the excellent 
manner in which he carried on the chair- 
manship. Nelson Seubert, in Archibald 
Crossley’s absence made a Class A vice- 
chairman. 


Washington Chapter 


The Washington Chapter closed the 1938- 
39 season with a luncheon meeting, April 12, 


with Dr. Willard L. Thorp, Economic Ad- 
visor to the Secretary of Commerce and 
member of the Temporary National Eco- 
nomic Committee, as guest speaker. Dr. 
Thorp traced the recent trends in marketing 
legislation and pointed out some of the more 
important problems confronting marketing 
men and economists engaged in studying 
the problems of production and distribution. 

Dr. N. H. Engle presided at a business 
meeting after the discussion closed, and 
announced the officers for the 1939-40 
term: 

Chairman, David R. Craig, President of 
the American Retail Federation. 

Vice-Chairman, W. Mackenzie Stevens, 
Dean of the College of Business Administra- 
tion, University of Maryland. 

Chairman of Program Committee, John 
R. Riggleman, Bureau of Agricultural Eco- 
nomics. 

Secretary, Rachel Bretherton, Bureau of 
Foreign and Domestic Commerce. 

A series of luncheon meetings is being 
planned for the coming season. The first 
subjects to be considered will be certain 
marketing aspects of the Monopoly Inves- 
tigation, and a review of the new legislation 
and court decisions affecting trade practices. 
These are scheduled to start early in the fall 
and we hope to have an even better attend- 
ance than during the past year. Our mem- 
bership now includes 52 persons in Washing- 
ton and nearby Maryland. 








